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INTERNATIONAL AFFAIRS 


ROMANIANS REVIEW ACTIVITY OF ‘INTERMETALL" ORGANIZATION 
Bucharest METALURGIA in Romanian No 10, Oct 84 pp 546-548 


{Article by Eng I. Punga, head of the Romanian delegation to the Intermetall 
Conferences: “Twenty Years of Collaboration in the Field of Exchanges of Met- 
allurgical Products Within the Intermetall Organization” ] 


[Text] In June 1964, the governments of the Hungarian People's Republic, the 
Polish People's Republic and the Czechoslovak Socialist Republic concluded the 
convention for founding Intermetall, an organization for collaboration in the 
field of the metallurgical industry, which was to provide better satisfaction 
of the needs of the national economies for products of ferrous metallurgy 
through the use of more effective forms of collaboration for the more rational 
use and development of the production capacities and the raising of the tech- 
nical and economic level of production. In the same year, the USSR, the GDR 
and the People's Republic of Bulgaria joined the organization. 


In 1968, on the basis of the approval of the parties to the convention, the 
Union of Metallurgical Plants in the Socialist Federal Republic of Yugoslavia 
concluded the convention on collaboration with Intermetall in the field of ex- 
changes of metallurgical products. 


In 1970, the convention between Metalexportimport of the Socialist Republic of 
Romania and Intermetall on collaboration in the field of exchanges of metal- 
lurgical products was concluded. 


Intermetall's management body is the council, where each member country--the 
People's Republic of Bulgaria, the Hungarian People's Republic, the GDR, the 
Polish People's Republic, the USSR and the Czechoslovak Socialist Republic--is 
represented by delegations appointed by the countries’ government bodies. The 
council adopts decisions on the main matters of the organization's activity. 


The organization's executive body is the Intermetall Bureau, with headquarters 
in the city of Budapest in the Hungarian People's Republic. 


In conformity with Intermetall's main tasks, its activity is aimed at the 
preparation of proposals on collaboration for organizing specialization in the 
production of rolled metal, pipe and red~short iron and of measures regarding 
the implementation of these proposals, the organization and performance of 








exchanges of metallurgical products and the improvement of the principles and 
forms of the exchange operations, the rational use of production capacities in 
metallurgy, and the introduction and expansion of the production of scarce as- 
sortments and for solving through collaboration other technical and economic 
problems in the field of the metallurgical industry. 


In the 20 years of existence, Intcrmetall has obtained certain successes: the 
international specialization in the production of rolled metal and red-short 
iron has grown, the exchange of metallurgical products has expanded in terms 
of volume and assortment, and a number of technical and economic problems in 
metallurgy have been examined. 


The problems of specialization in metallurgical production have been the ob- 
ject of concern as far back as at Intermetall'’s formation, which the organiza- 
tion's member countries share. 


In 1971-1975, 12 agreements or conventions on international specialization in 
production were concluded among the member countries, and toward the end of 
1980, the number of them was 18. On the basis of them, the deliveries have 
covered 30 types of metallurgical products, including regular and fashioned 
rolled metal, metallurgical products for railroad transportation, and hot- and 
cold-rolled plate of various dimensions. 


At present, 16 agreements or conventions on specialization among the member 
countries of Intermetall, which provide for annual deliveries of smetallurgica! 
products from specialized production in a volume of 224,000 tons and with a 
value of over 62 million rubles, are in force. On the basis of these agree- 
ments and conventions, 31 types of metallurgical products and 100 prototype 
dimensions of them are being delivered. 


In all, 35 agreements o. conventions for international specialization and for 
cooperation in production, in a volume of 3.3 million tons of specialized met- 
allurgical products, have been concluded among the member countries in the 20 
years of activity. 


In order to implement the program for collaboration in the development and ex- 
pansion of specialization and cooperation in the production of ferrous metal- 
lurgy up to 1990, proposals are now being prepared with regard to specializa- 
tion in the production of certain types of metallurgical products: for rail- 
road transportation, radio engineering and the electronics industry, metallur- 
gical products resistant to atmospheric corrosion, according to the capacities 
for making low-tonnage metallurgical products. The fulfillment of these tasks 
must lead to a marked improvement in supplying the necessary metallurgical 
products to the member countries of the organization. 


The Socialist Republic of Romania has participated in the activity of special- 
ization and cooperation in production with the member countries of ‘ntermetall 
by directly concluding bilateral agreements with the countries involved. 


The exchange of metallurgical products according to the principle of “metal 
for metal,” in which the the Socialist Republic of Romania participates 
through Metalexportimport, is an important field of Intermetall's activity. 








The conferences for exchanges of ferrous metallurgical products and metallur- 
gical-processing products for industry have been set up quarterly through the 
Intermetall Bureau, beginning with 1965. 


At them, the annual and quarterly exchanges and the assortments to be deliv- 
ered within the exchanges, which constitute the basis for signing the con- 
tracts between the foreign-trade organizations, are arranged and the manner of 
carrying out the deliveries on the basis of the contracts signed is examined. 


The large exchange of metallurgical products within Intermetall is constantly 
being developed and now constitutes the main part of the international circu- 
lation of metal among the countries participating in the exchange operations. 
In the organization's years of activity, the volume of the exchanges of metal- 
lurgical products rose from 1 million tons in 1965 to 4.2 million tons in 1983 
and the volume of the exchanges of red-short iron, berun in 1967, rose from 
1.8 million rubles to 66.4 million rubles, respectively. For 1984, the deliv- 
eries of metallurgical products are set up in a volume of 4.8 million tons and 
the deliveries of red-short iron are set up in a value of 77.5 million rubles. 


In these years, the volume of the exchanges of fashioned products, of plate, 
of pipe and of products from secondary processing, delivered within the ex- 
changes, has grown over 5-fold, 4-fold, 3-fold and 10-fold, respectively. 


The evolution of the exchanges is presented in the graph in Figure 1. 
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Figure 1. The Evolution of the Exchanges of Metallurgical Products Within 
Intermetall in the 1965-1984 Period 


Key: 1. Millions of tons 4. Millions of rubles 
2. Exchanges of metallurgical 5. Exchanges of products from 
products secondary processing 


3. Exchanges arranged 





In Intermetall's 20 years of activity, the countries have provided, in the ex- 
change operations, metallurgical products in a volume of about 50 million tons 
and secondary-processing products for industry with a value of about 500 mil- 
lion rubles. In this period, a big volume of metallurgical products has also 
been provided by the Socialist Republic of Romania, as follows from Table 1. 


Table 1. The Volume of Metal Deliveries According to Countries Within the 
Exchanges in the Years of Activity of the Intermetall Organization 











Peo- Hun- Czecho- Social- 
ple's garian Polish Social- slovak ist 
Repub- Peo- Peo- ist Social- ,ederal 
lic of ple's ple's Repub- ist Republic 
Bul- Repub- Repub- lic of Repub- of Yugo- 
Product garia lic GDR_ lic Romania USSR lic slavia 
Metallurgical products 4.9 3.4 4.5 7.6 6.8 15.7 5.2 5.5 


(millions of tons) 

Products from second- 53.9 26.9 94.3 68.2 61.3 14.2 66.2 215.5 
ary processing 
(millions of rubles) 


Along with the rise in the volume of exchanges, changes have also occurred in 
their structure: the assortment has grown and the volume of high-quality 
products that meet the modern requirements has grown. In the organization's 
early years of activity, the main percentage of the exchanges consisted of raw 
materials and semiproducts (cast iron, ingot steel and various semiproducts). 


In the current 5-year period, 10 times more modern and high-quality metallur- 
gical products are being delivered annually than in 1970. 





The amount or cold-rolled plate in the total volume of exchanges of plate has 
grown more than 15-fold, now coming to 30 percent of these deliveries. The 
collaboration for providing new types of pipe to the gas and oil industry and 
also rails, tie plates, wheels and rims for railroad transportation is being 
developed. In the exchanges, part of the need of the countries for fashioned 
rolled metal with speciai sections (various rolled shapes), which are produced 
in small quantities, is being met. The participation of the couriries in the 
deliveries of finished products is reflected in the graph in Figure 2. 


Along with the rise in the volume of exchanges of metallurgical products and 
the expansion of the assortment of them, the character of planning the activi- 
ty of collaboration on exchanges is being consolidated. During the develop- 
ment of this form of collaboration, the circle of the maim suppliers of cer- 
tain types of metallurgical products has been gradually formed. So, for exam- 
ple, welded pipe is furnished to the countries involved by the Soctclist Re- 
public of Romania. 


The participation of the Socialist Republic of Romania in the exchanges of 
metallurgical products has made it possible to provide a number of metallurgi- 
cal products important to the national economy, such as heavy sections, heavy 











railroad rails, billets for pipe, cold-rolled plate and strips, steel for 
bearings and so on. 
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Figure 2. The Structure According to Countries, Achieved for the Deliveries 
Within the Exchanges in 1¥83 


Key: 1. Thousands of tons 8. GDR 
2, Red-short iron 9. Polish People's Republic 
3. Pipe 10. Socialist Republic of Romania 
4. Plate ll. USSR 
5. Rolled metal 12. Czechoslovak Socialist Republic 
6. People's Republic of Bulgaria 13. Socialist Federal Republic of 
7. Hungarian People's Republic Yugoslavia 


In the 14 years of participation in exchanges within the Intermetall organiza- 
tion, the Socialist Republic of Romania has furnished over 7 million tons of 
metallurgical products and has imported an equivalent amount for meeting the 
needs of the national economy. 


The total volume of exportation and importation by the Socialist Republic cf 
Romania within Intermetall's total volume is 13 percent. 


The developments and facilities achieved in the past 19 years in metallurgy in 
the Socialist Republic of Romania have created conditions for making metallur- 
gical products at a high technical level, competitive on a world piane. 


The marked growth of the technical and economic level of the products fur- 
nished by the Socialist Republic of Romania in this period, indicated by the 
ratio between the value of an imported ton and the value of an exported ton, 
is presented as follows: 


1970 1975 1980 1983 1984 


0.975 1,00 1.07 1.09 1.11 











In view of the importance of refractories in metal production, collaboration 
in the field of exchanges of refractories began to be organized in 1980. 


In the period elapsed, within Intermetall, among the countries involved, the 
delivery of about 40,000 tons of refractory products for the needs of metal- 
lurgy has been organized, which has entailed the reduction of the imports on 
DC [expansion unknown]. The Socialist Republic of Romania is also involved in 
the exchanges of refractory products. 


In the ‘80's, in order to promptly cover the needs for scarce products, the 
exchange of metallurgical products from bases has been developed successfully 
among the parties involved, including the Socialist Republic of Romania. The 
volume of exchanges from bases in 1981 has been surpassed by over 7-fold and 
the assortment includes scarce products of plate, pipe and high-quality fash- 
ioned rolled metal. 


Special attention is devoted to rationally employing the capacities for metal- 
lurgical production in the countries. By systematically examining the avail- 
able production capacities and by drawing up proposals on collaboration for 
employing them, Intermetall encourages the resolution of such tasks. The re- 
sults of this activity are reflected in the growth, in the ‘80's, of the vol- 
ume of deliveries, by the countries involved, of scrap iron, semiproducts and 
hot-rolled strips in rolls for processing. 


The importation of semiproducts by the Socialist Republic of Romania is also 
significant within the exchange operations based on rational use of the pro- 
duction capacities. Billets for rerolling and billets for pipe are regularly 
received from partner countries like the People's Republic of Bulgaria, the 
GDR and the USSR. 


The development of ferrous metallurgy in the Intermetall organization's member 
countries, the adoption of measures to raise efficiency and increase metallur- 
gical production, poses tasks cf improving the quality, of expanding the pro- 
duction of economical shapes, of developing the production of special shapes 
according to economic branches, of pursuing the production of alloy and low- 
alloy steel, and of expanding the assortment of products with heat treatments. 


Intermetall acts to deal with these tasks by working out the problems of a 
technical and economic nature, by systematically preparing questionnaires and 
information and by analyzing the advanced results in metallurgical production. 


Such works have been prepared in regard to: the metal used for cold deforma~ 
tion, brands of stainless steel with a low amount of nickel and without nick- 
el, the introduction of new brands of steel resistant to low temperatures into 
manufacture, the meeting of the needs of the countries for steel resistant to 
atmospheric corrosion, the use of scrap iron from alloyed brands or the reso- 
lution of the various problems connected with the production of pipe and the 
utilization of it. 


In the process of working out the technical and economic tasks, the pooling of 
experience and information among countries during the proceedings of the work- 
ing groups, conferences, seminars or symposiums is also utilized. 











By means of 2 convention on collaboration with the Council for Mutual Economic 
Assistance, Intermetall participates regularly in the proceedings of the CEMA 
Permanent Commission for Collaboration in the Field of Ferrous Metallurgy and 
its sections and other working bodies. Beginning in 1976, Intermetall has 
participated in the activity of the UN OEC [expansion unknown] Stee! Comit- 
tee. 


The many years of activity of the Intermetall organization have demonstrated 
the advantages of the joint activity for the national economies of the social- 
ist countries. 


On the anniversary of 20 years of existence of the organization, it can be 
stated that in the future, too, Intermetall, using the possibilities of inter- 
national collaboration, will take an active part in solving the problems posed 
to the countries participating in the field of ferrous metallurgy. 


12105 
CSO: 2700/72 
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CZECHOSLOVAKIA 


WATER MANACENENT SECTOR CRITICIZED 


AUO91132 [Editorial Report] Prague RUDE PRAVO in Czech 8 Jan 85 p 1 carries a 
1,100-word editorial entitled “Water and Society's Needs," stressing the fact 
that the CSSR is a country with “considerably limited" water resources, calling 
for water conservation, and criticizing shortcomings in the construction of 
water treatment plants. 


The editorial says the (SSR is an “economically developed state with a high 
standard of living, and from this ariscs a considerable demend for water, but-- 
at the same time--it has limited water resources.” For this reason, it says, 
the CSSR is paying great attention to the construction of reservoirs, the 
capacity of which has increased 16-fold since 1945, and whose current volume 

is 4.5 billion cubic meters. This has made it possible to increasd the per 
capita water consumption by 36 percent over the past 15 years. “Three quarters 
of the republic's population are supplied with water from public water mains." 


However, the needs of the national econouwy and of the population are constant- 
ly increasing--"almost disproportionately in view of the water economy's 
potential,” the editorial says, and adds that while the average per capita 
water consumption in the Czech Lands in 1970 was about 290 liters, today it is 
400 liters. 





But lack of conservation also plays a considerable role in the consumption of 
water. This applies to households as well as to industrial and other enter- 
prises who frequently, “out and out waste" water. But considerable water 

losses are also occurring because of breakdowns in the water-supply network, it 
says,--"in the Czech Socialist Republic alone almost a quarter of all drinking 
and industrial water produced simply disappears," for which the “water managers" 
are to blame, because of their slow and sloppy repairs; but the ancient water 
pipes also play a role, the editorial says, adding that a “regular and respon- 
sible” checks could forestall a number of the breakdowns. 


Many people think that “water costs nothing,” and act accordingly RUDE PRAVO 
notes. This, however, is "a serious mistake.” Water has never been “free"-- 
and the costs connected with bringing it into housing, industrial and other 
properties, not to mention the cost of purifying it, are steadily rising. The 
favorably located high-yield water sources have been largely exhausted and 

much costlier methods of water provisioning will have to be found in the future. 








In closing, the editorial says that the construction of projects connected 

with ensuring additional sources of water is lagging, and the construction of 
water treatment plants near sources of pollution is not being carried out in 
the necessary extent. "The responsible managers frequently explain this short- 
age by lack of capacities and the necessary financial resources. Often, in- 
stead of strick coatrols and measures to create better conditions for supplying 
water, much energy is spent on justifying their nonfulfillment. But excuses 

do not quench thirst. Our society cannot lightly tolerate such ‘ justifica- 
tions’" and, therefore, it is proper that the fulfillment of the water conser- 
vation plans is increasingly being placed on the agenda of party officials, 
National Committees, Peoples’ controls, and legislative bodies. 


Controls must then be increasingly followed by appropriate capitai investments 
and we must start a program of "consistent" water conservation. 


CSO: 2400/214 
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HUNGARY 


NEW INVESTMENT CATEGORIES DEFINED 
Budapest FIGYELO in Hungarian 15 Nov 84 p 4 
[Article by Laszlo--Kardos: "The New System of Investments"] 


[Text] The changes in the economic directive system which will go into 
effect next year and the modifications taking place in the investment 
policy goals made it necessary to modernize the investment system. The 
main targets of the change can be summarized in the following: 


--The investment system must help strengthen the independence, res- 
ponsibility and risk taking ability of the enterprises. This means that 
in the competitive sphere the role of direct decisions made by the state 
will further decrease. 


--It must make it possible to consistently separate the central and enter- 
prise decisions and to decrease the weight and quantity of the joint 
decisions. That is, in the investment practice of the last decade and a 
half a decision-making mechanism has developed in which the state and 
enterprise decisions intertwined. Because of this on a number of occasions 
it was decided by chance into what category several given investments were 
placed and as a consequence of this which procedural rules were followed 
in the preparation and the formal decision-making. And the high degree 

of centralization which developed in the enterprise organization system, 
the high ratio of concentration of means which took place at a few of the 
major enterprises further expanded the intertwining of state and enter- 
prise decisions. 


It is a basic principle in the connection between the decision-making 

and financing systems that whoever makes the investment decision must 

also take care of the financial resources needed for planning and imple- 
mentation. However, at the same time the independence of financing must 
be made possible in such a way that the financial institution which has 
the financial means, or the enterprise or institution should be able to 
conduct independent economic operation with its money. (That is, it 
should be able to decide by itself to what extent it wishes to participate 
with its money in financing each development.) 


The legal regulation must create suitable conditions for the undertakings 
even in the dual sense: on the one hand the majority of investment 
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decisions must become enterprising decisions in character which means 

that responsibility for the investment and for operating it become closely 
connected, and on the other hand it must make it possible that planning 

and implementing the investments take place through competitive negotiations 
based on bidding. 





The new investment regulation is much shorter than its predecessor. It 
contains much fewer central restrictions, allows freer operating space 
and greater independence to the investors in the preparation and im- 
plementation of investments, and increases the significance of contracts 
between the investor, the financeer and the builder. 


New Categories 


Beginning with 1985 the socialist sector's investments can be listed under 
the categories of central, council and enterprise investments. The central 
investments consist of major, group targets and other central investments. 


Major investments are those developments of outstanding significance in 

the electrical energy industry, mining and the infrastructure which 
require large capital investments and where responsibility for the 
decision must be accepted at the governmental level. Preparation here 
requires definite state (domestic and international) coordination, and 

the roleof the state budget in financing is definitive. At these ‘nvest- 
ments the physical and moral antiquation of the fixed assets takes a long 
time, basically the production profile is unchangeable and because of its 
significance even replacement requires central decision. Thus the new 
statute in essence excludes the competitive sphere from the area of major 
investments. Approval of the investments will take place in two steps 

from now on also (development goal, investment proposal). The regulation 
changes the present practice to the extent that it requires fewer mandatory 
indices for the investment proposal, which at the same time the National 
Planning Commission will establish specific content requirements--taking 
the investment's characteristics as foundation--when approving the develop- 
ment goal. 


Group target investments are those infrastructural developments serving 
to build up the national networks of outstanding significance from the 
national economy's viewpoint, the preparation of which requires state 
coordination. An important change in the preparation and decision-making 
order of these is that at those target groups which in their entirely 

are implemented in the investment of one enterprise (trust) the head of 
the enterprise will prepare the 5-year combined investment proposal, 
submits it to the National Planning Committee for approval, and will 
also be responsible for its implementation. Thus at these target groups 
the responsibility and role of the operator become definitive. 


The category of other central investments includes the investments of 


budgetary authorities operating not in the enterprise format and of 
the social organizations (with the exception of the developments by 
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the councils). The decision-making right is exercised by the head of the 
state or social organization specifically designated in the national 
economic plans, or for investments implemented entirely from private 
resources by the head of the investin, organ. 


The council target group and other state investments will be eliminated, 
and thus the unified category of council investments is created. This 

is to be interpreted to include all developments implemented by the 

county, capital city and local councils. The decision-making authority 

for the investmenis is determined by the appropriate council. The council 
itself decides which investments the council body itself will wish to 
handle and which ones will belong within the authority of the VB [executive 
committee] or special administrative organ. In this area the regulation 
contains two aspects of restrictions. One of these is that the population's 
opinion must be solicited for investment ideas which affect a significant 
portion of the population, and the cther is that in an area determined by 
the chairman of the National Planning Commission and the minister of 
finance, the opinion of the branch minister is also required for approving 
the investment. Thus the independence and responsibility of the councils 
Significantly increases in the new system. 


For enterprise investments the enterprise itself decides in the enterprise's 

organization and operating rules the method of preparation and approval 
of investments and the forms and methods of control and documentation. 
Thus the enterprise itself decides for which investment approval the 
enterprise council's or the general membership meeting's assent is 
necessary, and for which it is not. In this area the regulation contains 
no mandatory requrements. At the same time the earlier requirements 

connected with the preparation and sending in of the basic document are 
being discontinued. 


Investment Cost 


A large portion of the restrictions regulating the financial conditions 
of investment are abolished. In this area the role of contracts between 

the financing banks and the investments will become definitive. Those 

specifications will also be cancelled which define in detail the con- 

ditions for starting the investment. 


The OT-PM [National Planning Office-Ministry of Finance] regulation 
controlling the implementation of the Council of Ministers" order results 
in changes not only in the decision-making system. It also modernizes 

and modifies the cost concept of investment. In the future the cost of 
investment will contain the expenditures that can be activated. Un- 
activated expenditures (the interest to be paid for state loans to 
unfinished investments and for the use of target-type credit are on this 
occasion the insurance fees for unfinished investments, the fee for long 
range utilization, etc.) do not count in the financial performance of 

the investment. These are considered miscellaneous payments for develop- 
ment purposes. In other respects the conditions for paying them and their 
sources are not changing. With this modification the values of investment 
and activation will move closer to each other. 
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Because of the price increases for investment soods the lower value limit 
for fixed assets is modified from 20,000 forints to 50,000 forints. 


The separate regulation controlling the investment system of agricultural 

and forestry management organizations is eliminated. The general regulations 
will also be valid for these organizations, the differences will be 

included in the appendix to the new regulation. 


The new investment regulation specifications must be applied to investments 
begun after 1 January 1985, that is, the old regulations control the 
investments in progress until their completion. The regulation of council 
investments is different from this. Since the new system of council- 
managed economic operation will go into effect as of the beginning of 
January 1986, the new regulations for council investments must also be 
applied only from that time on. (But as of the beginning of January 1986 
they will appiy not only to the new council developments but also to the 
ones begun earlier!) 


Business Undertakings 


The new investment regulation is simpler than its predecessor not only 

in its nature but it is also different in it concept. Its basic assumption 
is that for broad circles of the economy the business undertakings will 

be definitive. And the organization and success of these business under- 
takings can be determined by the economic connections between the partners 
rather than the special regulations. 


Naturally this statute by itself will not change the economic situation 

on the market of investment goods, but it may promote growth. At the same 
time, without it the regulations of the new system of investments also 
could not prevail the way its creators had imagined. Therefore--as the 
National Planning Commission's members emphasized when discussing the 
theoretical construction of the new regulation--the development of 
contractual relationships, adjusting supply to the demand, modernization 
of the economic operation of organizations participating in the imple- 
mentation of the investment, and in the financing system of the consistent 
implementation of the modifications decided upon in the banking system 

are indispensable. 
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HUNGARY 


MINISTRY OFFICIAL ON NEW ENTERPRISE FORMAT CHANGES 
Budapest MAGYAR HIRLAP in Hungarian 7 Dec 84 p 7 


[Interview with Sandor Major, head of the department of personnel and 
education in the Ministry of Industry, by Kristof G. Kocsis: "Industrial 
Schedule" ] 


[Text] Changeover to New Enterprise Formats--The 
Ministry Makes Suggestions 


Developing new enterprise formats is a significant 
element in further developing the economic guidance 
system. Thus it is a condition for the well-founded 
planning of next year that the interested parties should 
know clearly as soon as possible what modifications 
concern them, and mainly, the time point of the change- 
over. In the reflection of news items it appears that 
in this area the Ministry of Industry has fallen a 
little behind the other branches. We asked Sandor 
Major, head of the department of personnel and education, 
about the reasons for this. 


[Major] Changing over to the new enterprise management format is a process 
which will run until 31 December 1986. As far as we are concerned, 

in the preparation of lists we value more highly the thorough decisions 
which take all viewpoints into consideration, than the spectacularly 
quick but rash publishing of lists. We think we have not missed anything 
yet since the regulations related to the new enterprise management 
formats are just now beginning to get published. For example, the joint 
guideline by the Council of Ministers and SZOT [National Council of Trade 
Unions] about the forming of enterprise councils has not been born yet. 
In this area the Ministry of Industry is far ahead of the other branches 
by organizing management elections at the Glovita and at Budalakk. 


Broken Threads 
The list of public operations which in the future will belong directly 


under the ministry's supervision has also been prepared. These represent 
15 percent of all enterprises. Finalized ideas are practically ready also 
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for the other cases. The only problem we have is with transforming the 

major enterprises which have several plurnt sites, into trusts of limited 
authority. Fer these the ministry must also agree with o:her government 
authorities. For example, for the time being it has not been made completely 
clear, how and to what extent the management of these organizations will 

have a say in the international and domestic cooperative relationships, 
development and marketing activities of t« ~xterprises belonging to them. 


As of the first of January we are decentralizing additional major enter- 
prises and trusts. Dissolution of the Foundry Enterprise, the Fekon 
Garment Euterprise or the MEZOGEPTROSZT [Agricultural Machinery Supply 
Trust] is accompanied by the birth of several dozen new enterprises, 

while at the same time other firms are setting up new joint enterprises. 
We are also negotiating about whether the newborn small enterrrises should 
in the future be managed by enterprise councils or elected management. 


[Question] The enterprises are slowly completing their plans for next 
year. Does the lack of information about organizational changes and list 
assignment hinder this work? 


[Answer] The newly forming enterprises made their own plans before now 
also. Thus actually we have to analyze only those other links which 
tie them to the trust, to the mother enterprise. Next year is the last 
year of the Sixth 5-Year Plan anyway this is what the enterprises must 
concentrate on primarily. The new concepts will be activated parallel 
with developing the 1986 plans. 


[Question] So what is the enterprise list assignment schedule of the 
Ministry of Industry? 


[Answer] We want to publish this year in an official publication the 
Ministry of Industry's proposal for the change-over format of the enter- 
prises and the time point for these. Half of those which belong to this 
branch will be operating according to the new system in the second half 

of next year. We are budgeting two to three months for the preparatory 
work. During this we will talk with the affected enterprise managers 

and will endeavor to take all viewpoints into consideration. We will 

also prepare evaluations for the managers to be elected so that we should 
be able to present considered proposals to the enterprise councils. 

Then, according to the present plans the enterprise collectives would 

have 3-4 months available to them to decide: will they accept the Ministry 
of Industry's proposals or will they want to work in a different management 
format? We are convinced that after such thorough preparation this latter 
time latter time period will even be too long. 


Financial Organization 
[Question] All this still represents somewhat slower steps than those 


planned by the Agricultural and Food Industry, the Construction, or the 
Domestic Trade Ministries... 
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[Answer] We must not forget that the Ministry of Industry is in the most 
difficult situation. Not only because most enterprises belong here, but 
this is where the palette has the most colors on it. Well, and no other 
branch has this many enterprises in economically difficult situations--whose 
getting there was not their own fault. It is enough for me to just refer 
to metallurgy which industrial branch is in crisis even in world-wide 
respects and is forced to carry the burdens of earlier developments. But 
I could also mention the aluminum industry which fell into crisis in 1983. 
Its market situation began to firm up in the middle of this year [1984], 
but now it is again facing difficult times. At these the change-over to 
the new enterprise management system must be preceded by putting their 
financial situations into order, since who would be willing to make 
strategic decisions at the head of an enterprise which is consistently 
lacking funds? 


[Question] According to your calculations, at how many enterprises will 
the change-over be preceded by such state intervention? 


[Answer] Based on last years results such intervention will be necessary 
at 14 enterprises, or 4 percent of the enterprises belonging under the 
Ministry of Industry's control. These are only the ones which operated 

at a loss, but when we add the ones with lack of funds they represent a 
total of 8 to 10 percent. The ministry has also developed a standard 
methodology for economic stabilization before formation of the enterprise 
councils, so that we do not wish to put into order individually the finan- 
cial situation of the enterprises. 


Gaps in the Law 


[Question] Next year, 40 percent of the Ministry of Industry's enterprises 
will be operating under the management of enterprise councils. By your 
estimates what percentage of the present managers will retain their posts? 


[Answer] We think about 75 percent of them. The remaining one-fourth 
represents managers who have reached retirement age, their appointment 
has run out, or who perhaps do not wish to accept the increased res- 
ponsibility, or we have experienced leadership problems during the course 
of their work. In these cases we suggest to the enterprise councils to 
invite applications, but naturally the nominating committee may also 

make an alternative proposal. 


[Question] If someone became manager after applying and being appointed 
for a certain period of time, and his mandate has not yet expired, can 
he not rightly object at the ministry if the enterprise council elects 
someone else instead of him? 


[Answer] At this moment we do not see any such problems. Those who 


got their jobs through application, based on their work so far, the 
ministry will continue without exception to propose them to the enterprises. 
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By the way, due to the fact that the minister's appointment powers will 
be terminated, truly a new situation will come into existence. The fact 
is that for the time being it has not yet been completely clarified 
legally whether the manager must be relieved or with the exercise of 
ownership rights can the manager ~lso be transferred to the enterprise 
council. 
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HUNGARY 


KOLLARIK INTERVIEWED ON BUDGETARY PROCEDURES, CHANGES 
Budapest NEPSZABADSAG in Hungarian 19 Dec 84 p 10 


[Interview with Istvan Kollarik, chief of the economic and budgetary department 
of the Ministry of Finance, by Katalin Bossanyi; date and place not specified] 


[Text] As the traditional order of business for the December session of the 
National Assembly, the country's first-ranking “treasurer"--the Minister of 
Finance--will present to the representatives the budget proposal for the coming 
year. In Hungary, budgetary data are public and may be reviewed by every 
citizen. But besides the comprehensive data, it seems as if our everyday 
information on the operation of the central money fund becomes limited. We 
discussed this with the chief of the economic and budgetary department of the 
Ministry of Finance. 


Executive Functions 


[Question] The budget is the financial balance of the state. What is the 
basic task of the budget, and what kind of receipts and expenditures are 
included in the balance? 


[Answer] The budget is not only a balance but also represents the state's 
income-holding character. It expresses the fact that the state attends to 
and finances various overall social tasks and for all this it needs an 
appropriate income. 


The role of the budget plus the extent and ratio of state intervention is 
always determined primarily by given social and econo-political considerations. 
The relations are extremely close between the economic plan, which concretizes 
the econo-political and major goals set for a period of time, and the budgetary 
policy. Budgetary policy--together with financial and credit policy--serves 
the realization of our most comprehensive goals in the financial area. For 
example, it is at present a basic requirement that the domestic consumption of 
the produced national income and savings should not endanger the external 
balance of the economy, and this also means that enterprise investments must 
stay within the determined limit. This can be achieved chiefly by strict 
regulation of the development sources, that is, by tax policy and means, which 
obviously influence--among other things--also the size and composition of 

state income. On the income side are the enterprise and cooperative payments 
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representing the largest share, the taxes and payments by the public, receipts 
deriving from the central organs plus international and otherpayments. The 
structure of the expenditure side is the following: savings expenditures-- 
including the sums devoted to state investments, supplements to council 
development funds, supports to housing construction and to enterprise funds-- 
supports for enterprises and cooperatives, consumer price supports, 
expenditures of the central organs, social security, international and other 
expenditures. And if there is a central debt, repayment is also charged to 
the expenditure side. 


{Questici] For a long time our budgetary income and expenditures were in 
balance. But since the mid-1970's the balance has been upset, and there is 
an obvious deficit. What caused, what causes, the budgetary deficit, and by 
what means can it be reduced? 


[Answer] Deficits arise when we spend more to finance our goals than we have 
income available. The existence of a deficit per se is not a qualifiable 
criterion. it is neither a virtue nor a sin. Prior to 1968 the budget had a 
surplus every year but this was merely because the financial tensions were 
felt for the most part in the credit area. After 1968 when the economic sphere 
and budget shared the produced income according to set rules, we had a deficit 
state budget. But this deficit is not a problem if outside the budget two 
other large income holders, the economic sphere and the population, do not 
spend their total income but save a part of it; these savings can be redistri- 
buted through the credit area and may be used for a budgetary deficit cover. 
Thus finally the whole of the financial system can become balanced. 


Tensions arise when the combined income holders use up more income than the 
country has produced. This situation came about in the mid-1970's when by 
relying on foreign sources a significantly excessive distribution occurred, 
that is, we spent more on consumption and savings than the goods we produced, 
and the country became indebted. 


While the enterprises and the population were not aware of the changes that 
took place, the growth rate of the economy remained dynamic and it hardly 
changed as compared to the previous situation despite a production and export 
structure that did not adjust adequately to world market prices. To avoid 
further growth in indebtedness in this period, the credit sphere was trans- 
ferred to the financing of central investments, and at some of the enterprises, 
chiefly in the energy and basic material sector, the repayments caused a 
greater burden than justified. Although as a consequence of changes in 
economic-policy priorities the growth rate of the economy slowed down, between 
1979 and 1981 domestic consumption declined but the budgetary deficits con- 
tinued to increase because an improvement of the foreign economic balance 
required additional budgetary burdens due to the slow change in the economic 
structure. A turn occurred in 1982 and the deficit started to decrease. This 
was achieved primarily by limiting domestically consumable incomes: on one 
hand the ratio of income withdrawn from the enterprises continued to increase, 
and on the other hand the efforts aimed at reducing budgetary expendiiure for 
the financing of consumption and savings were by then gradually having an 
effect. 
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[Question] How large is the present budgetary deficit? 


jJAnswer] It is expected that the budgetary deficit this year will be around 
3.5 billion forints, while the 1985 annual plan counts on a 2.5 billion forint 
deficit. This is low by international comparison and does not amount even to 
0.5 percent of domestic gross production. 


Why Reserves 


[Question] A new budgetary element is the credit cover fund which was created 
last year. What is the function of this? 


[Answer] The foreign trade balance-surplus requirement mears that a part of 
the income created in the economy must be saved and not spent domestically. 
This income is embodied in the credit cover fund, which as a budeetary deposit 
increases the credit-balance sources. Of course, it may be reasonable to ask 
why it is the central budget that saves and not the other income holders. 
Given the development of real incomes, we cannot count on an increased willing- 
ness by the population to save. The willingness to save is weak also among 
enterprises. The causes point not so much to the budget but to the weakness 
of the profit incentive, although undoubtedly the consequences are focused in 
the budget. A change may be brought about--and we have started to move in 
this direction with the modernization of regulation and guidance--if the 
market relations become general, organizational monopolies are eliminated, 
efficiency and productivity requirements which reflect profitability in a 
better way are strengthened, if cost sensitivity is increased, and capital 
circulation is accelerated. But until such a desirable situation develops, 
the budget has to take on the savings role even though the economic units are 
not happy about this. 


[Question] What is the relation between the budgetary deficit and the rise in 
the rate of inflation? 


[Answer] The budgetary deficit in itself does not cause tensions in the 
economy if the whole financial system is in balance. Thus one cannot say it 
is a cause of the inflation. Structural asymmeteries in the economy and the 
efficiency tensions are conditions much more likely to create inflation. 
Moreover, the increase in the cost of capital, wages and imports signifies an 
actual increase in expenditures, the realization of which in prices is made 
possible more easily than desired by the relative weakness of competition. 

The gradual reduction in consumer price supports is not exactly the same as in 
case of the foregoing, although it is undoubtedly accompanied by price 
increases. It is, in effect, the subsequent “offsetting” of the price changes 
that were not permitted at an earlier point of time. The rise in the price 
level, which we are seeing nowadays, may help the structural modification of 
the economy, but undeniably it has an unfavorable effect on various subclasses 
and groups of society. Various steps have been taken to resolve the tensions 
that are emerging in this way, chiefly in the area of social allowances--for 
example, pensions and child-care supports--but undoubtedly much remains to be 
done to restrain unjustifiable price rises and to deal from a socio-political 
point of view with the justifiei price increases. 
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Expenditure Ratios 


[Question] A frequently expressed criticism of thc present budgetary policy 
is that it deemphasizes the clas.ical budgetary functions, that is, the devel- 
opment of the infrastructure, modernization of the health network and the 
expansion of educational institutions. 


[Answer] Although their motives are understandable, the criticism is not 
valid in this way. For the development of the economy as a whole--including 
culture, education, and health, and I could go on with this list--cannot be 
tendered independent of measures for restoring a more comprehensive balance. 
The necessary restraint has occurred in a selective way and not primarily at 
the expense of the above-mentioned areas. While the increase in the expendi- 
tures of the central budgetary organs has in genera) been significantly modi- 
fied, the development of the human area in recent years has surpassed the 
growth rate for the national income and budgetary receipts. I am by no 
means trying to say that this is enough, for we know and can see that even 
substantially more than this would be too little. Sut since the sources are 
not expanding, we are justified in making changes in consumption and mode of 
distribution. 


[Question] Another concern--expressed mostly by the economic units--is that 
the budgetary centralization of net income is excessively great, the ratio of 
national income shared with the state is unfavorable. In this way, even the 
efficient enterprises are unable to develop rapidly enough and to change 
their structure in time. 


[Answer] This concern is fully justified with the proviso that for the 
moment centralization of income has sustaining reasons for balance maintenance. 
Over the long term it will be justified, in any event, to reduce the tax 
burdens of the economic units. From the producer aspect the basis of this is 
greater efficiency and rapid loss detection, and from the budgetary aspect, 
among other things, the further reduction of supports. As for the leveling 
effects of reproduction--even though the extent of the supports is continually 
declining--it is an unfortunate fact that this year, too, one-third of the net 
income paid in by the economic units has “reverted” to the enterprises in the 
form of various supports. In harmony with the further development of economic 
guidance, we shall moderate in future years the tax rebates and producer sup- 
ports at a more rapid pace than before. With this, presumably, the actually 
unprofitable activities will surface more clearly, and also capital circula- 
tion among the economic units may be accelerated. 


A More Modern Budget 


[Question] What further changes in budgetary policy may be expected in the 
next plan period? 


[Answer] As a whole, there will be no change in the role of the budget in 
guidance and in carrying out economic policy goals, but the extent of the 
budgetary task undertaking may be modified in certain subareas. For example, 
since we want to continue to keep savings expenditure, too, at a moderated 
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level, it will become gradually advisable to take back from the credit sphere 
the burdens of financing state investments, or at least in part. It is an 
important effort of ours to continue developing the tax system and gradually 
to modify the tax structure. A greater share, in part, of the net incomes and 
the taxes should go to the final consumption sphere. This change can take 
place only in harmony with concepts about consumer price policy. 


We are intending to give a greater role and inportance among budgetary receipts 
to taxes paid by the population. We are considering the possible introduction 
of a personal income tax system in coordination with wage measures. Since it 
will not modify the income level of those earning wages and salaries, it will 
make a further “hardening” of the economic units’ wage costs possible and this 
will give incentive to more effective employment and greater savings. Modifi- 
cation of the tax stiucture in this direction would result in a reduction of 
the ratio of income withdrawn from the economic units, and first of all the 
profit level tax could be lowered. And this is an essential condition to an 
increased differentiation according to efficiency. 


In the case of public social expenditures, on the other hand, the guiding 
principle to reorganize tasks could be that, above all, those tasks should 
remain or become one more state tasks which are actually indivisible tasks of 
the state. It is under this principle that we must rethink the relation system 
between the central and council budgets, which would be determined, first and 
foremost, by strengthening council and local government independence. 
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JPRS-EEI-85-014 
5 FEBRuaRY 1985 


POLAND 


PLANNING OFFICIALS ADMIT CONCERNS OVER FUTURE OF REFORM 
Warsaw ZYCIE GOSPODARCZE in Polish No 49, 2 Nov 84 pp 1, 1l 


[Interview with Franciszek Kubiczek and Jozef Zajchowski, deputy chairmen 
of the Planning Commission, by Karol s.warc] 


[Text}] Question: Last time we sat down for an interview, the 1985 draft 
plan was in the early phase of consultations. By now, the Central Annual 
Plan (CAP) has been given its final shape. What is the Planning Commis- 
sion's view of the consultations? 


FK: As plan-maker, I must say the triple purpose of the consultations, 

that is, to instruct enterprises to verify and support their own plans, 

has been achieved better than I dared to hope. Many journalists, economists, 
politicians and analysts contributed to the discussion, which has involved 
the party, the allied political groups ZSL and SD, the Polish Economic 
Society PTE, the Federation of Professional Engineers’ Associations NOT and 
so on. Many political and social organizations supplied us with very 
scrupulous analyses. 


Experience gained in this year's consultations will be used as model for 
public discussions of five-year plan versions. This will be a difficult job 
because concrete goals have to be selected rather than only the best ways 
toward them, as was the case with the CAP. 


JZ: The consultations revealed a certain definite current which is an 
important indication for the future. Many people and organizations took 
special interest in very specific questions, so specific in fact that we 
are occasionally unable to provide any answer at all both in the course of 
drafting the plan and afterwards. It follows that we must make people 
realize and brook the truth that, under the reform, the central plan is 
really no more than just a description of the most important undertakings. 
This means, first, that the central plan can no longer be as meticulous as 
it used to be, and, second, that many indicators are estimates rather than 
directives. 


FK: Indeed, those who took part in the consultations hold different views 
about what the plan actually does. Some of them believe the plan should be 
absolutely directive in character. Those people ignore the reform-imposed 


23 








rule that, while the plan is binding for the government, the latter can 
exert pressure upon economic organizations primarily by indirect methods. 
If the plan went as deeply into details as many people would like it to, 
the central-command system would stand a good chance of revival. 


Question: Let us look at the CAP-85 now. It is almost unanimously praised 
for its correct allocation of national income resources for balancing the 
economy, especially for bringing the consumer market back to normalcy. Just 
how accurately does the plan express this formula? 


FK: First, let me say something about the “shape" of the CAP-85. Notice 
that it is somewhat different from what it used to be in past years. Above 
all, it was already in June that the Council of Ministers endorsed a resolu- 
tion on government orders and operational programs. This resolution which, 
mind you, was endorsed in July, also defines the basic provisions of the 
system for the year 1985. Some parameters were also defined. For the 
CAP-85's exact fulfillment, this is all of great practical importance. 


Now as concerns the other matter. Let me start with the market-balance 
problem. Most participants in the consultations wanted the entire extra 
output of consumer goods to back up shop supplies. We believe this can 

indeed improve supplies of consumer goods both at retail shops and whole- 

sale stores. We anticipate inventories of goods--and I mean goods in 

demand, of course--will grow by roughly Zl 200 billion. With this amount 

of back-up stocks, deliveries of consumer goods should be significantly 
better while shop assistants will have less of a hard time. Motivation for 
work should also improve. All this will create better conditions for economic 
mechanisms to work properly. 


This version of development is often pessimistically associated with zero 
growth, i.e., with stagnating living standards. But this is no longer so. 
Consumption of material goods from personal earnings in national income will 
increase by 3-3.4 percent. In real terms, then, living standards will 
improve because private consumption will be better than in 1984. From the 
angle of consumption, then, this is anything but a passive solution which 
shouli generate pessimism. Zero effect appears only as the outcome of 
mutual relations of wages, incomes and prices. 


By the way, as far as these relations are concerned, the Polish economy might 
do well with another year like 1985. This year will probably end without any 
inflationary gap. I confess to have told POLITYKA in a recent interview a 
gap of Z1 60-70 billion may emerge, but according to latest estimates this 
gap is close to zero level. If we had 3 years in a row without an infla- 
tionary gap, the half-billion-zloty inflationary overhang wouldn't be loom- 
ing so murkily over the market and prospects for reaching equilibrium would 
be brighter. 


The discussions also concerned the matter of savings revaluation bonds. 


Since the government has resolved this problem, as ZYCIE GOSPODARCZE has 
noted, I'm not going to dwell upon this matter. 
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JZ: Market balance in the broad sense also involves the question of equi- 
librium in the area of investment. The draft plan provisions included one 
for a spending cut, which would entail primarily enterprises’ own invest- 
ment spending. Nobody challenged the general rule that the scope of 
investment should be narrowed. What it was was the idea to curb enterprise 
investment spending. After scrupulous analyses we resolved to drop this 
idea, and to keep investment in 1985 at this year's level. If original 
proposals for curbing investment levels in extent and structure were kept, 
some undertakings, and not only those comprised in preferential treatment 
schemes, would be badly hurt. So drastic a reduction would be practically 
impossible to put through, to say nothing of its dismal long-course impact 
on the economy. This conclusion was further supported by results of 
analyses of commodity flows, especially at building and assembly firms and 
at factories producing machinery. On this basis we do hope that investment 
will be acting less and less as an inflation-generating factor, yielding 
concrete output effects. 


FK: There were also warnings, mainly from engineers, that curbing invest- 
ment may speed uv the aging of fixed assets. This was another inducement 
for us to adopt a different approach. 


Moreover, plans made during the past 2 years also provided for spending cuts 
whereas actual spending levels were higher. We are really strongly com- 
mitted to realistic solutions, and this was another inducement for us to 
adopt the zero investment version. At the present overstrained parameters, 
and as enterprises now handle their resources, any other solution would be 
simply tantamount to wishful thinking. 


Question: Are there real grounds to expect that the plan in its investment 
part will not be surpassed next year? 


FK: I wouldn't stake my life on this. What I can say is that if invest- 
ment spending is surpassed, then this will happen in a vehement manner, like 
in 1983 and this year, namely by Zl 180 million at constant prices! This 
means--and I will be candid about this--that the CAP for this year was 
unrealistic in its provisions concerning investment. 


Question: What about the other economic segments which decide the matter of 
equilibrium? 


FK: As for the payments balance, 1984 data will probably be repeated. The 
same is true of the budget deficit which is equal to this year's deficit. 
From the angle of equilibrium, then, these are constant values in 1984-85. 


Question: Does the rule that the rise of real wages must be halted simply 
so wages will fall for some groups of jobs? If so, are any compensation 
schemes contemplated for them? 


FK: Wages, i.e., funds for labor compensation, as well as wage policies 
themselves, are now in the hands of enterprises themselves, which are free 
to increase or reduce wages. Enterprises above all should worry about ways 
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to prevent real wage from falling, which means they should either increase 
output or cut costs or cut employment. 


But we already know of entire domains in which neither output will signifi- 
cantly increase nor costs will fall, ani that this will occur for objective 
reasons. For such contingencies, the plan creates special terms, including 
liberal limits of FAZ contributions without relating them to output indi- 
cators, or mixed solutions, i.e., limit plus indicator. 


Briefly, the central planning authority provides for such developments. 
But we cannot regard it as a matter of principle that wherever real wages 
fall compensation will follow. This would be incompatible with the reform 
rules and would be tantamount to vindicating actions which are counter- 
productive in the striving for effectiveness. 


JZ: It should be pointed out that keeping real wages next year at 1984 
levels is not equivalent to holding back personal income increases. Public 
enterprises are in a position to sponsor any kind of private undertaking 
which might lead to an increase of incomes over what can be earned from 
wages in normal working hours. 


Question: During the consultations, the different wage increase rates of 
employees in the material and nonmaterial spheres to the advantage of the 
latter was another controversial matter. How was it ultimately resolved? 


FK: In recent years, the wage gap between the productive and nonproductive 
spheres has clearly been widening to the disadvantage of the latter. This 

is an alarming development because it may result in reduced employment in 

as crucial sectors as education or the health service. Regulation mechanisms 
were installed in these two spheres by Sejm laws. Since the 1984 inflation 
rate will be “compensated for" in 1985, pay increases in the nonproductive 
sphere must also be higher. 


In the productive sphere, we at first planned to lower the reward coefficient 
for net output increases from 0.5 to 0.45. We also proposed a steeper pro- 
gression of FAZ contributions over the tax-exemption limit. After consulta- 
tions and a reconsideration of these matters, we dropped the former demand 
preserving the 0.5 reward coefficient. Although the difference is small, 

the belief prevailed that a small reduction, even the fact itself of reduc- 
tion, might weaken wage's motivating power. But we did not drop the demand 
for introducing tougher tax burdens for the FAZ fund, thereby giving a boost 
to effectiveness bids. 


Question: As concerns old-age pensions, will the "halt" rule be observed 
for real growth rates? 


FK: Generally, this rule will be the same. 


Question: Does the Planning Commission really believe that next year's 
price increases will amount to no more than 9 percent? 
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FK: If I were to talk off the record I might even say that not only do I 
not believe that they will exceed the 9 percent mark, but I even fear they 
might rise less than that. But no, don't cancel this. Only let me add for 
clarity that we are talking of a 12-13 percent total price increase rate, 
which will be composed of 3-4 percent of this year's price increases and 

9 percent of new increases. To tell you the truth, this limit will be 
difficult to reach, just as it is difficult to reach the 15-16 percent 
planned price increase target this year. 


Question: I admit this is the first time I have heard so candid an admis- 
sion that prices cannot be increased. Why this? 


FK: First, throughout 1985 we are going to abide by the price "freeze" 
principle. In other words, prices of final goods can be increased exclu- 
sively by the margin which results from external factors. Even so, no full 
cost reimbursement will be permitted. Some exceptions to this rule will of 
course have to be made because technical conditions or technologies simply 
make this necessary. But as concerns deliberately created prices, or price 
increases resulting from rising prices of foodstuffs raw materials and 
components, we are going to keep within limits. What worries me is some- 
thing else than prices. 


Question: What is it? 


FK: I am worried if we really can cut nominal wage increase rates. This 
year they will probably amount to 19-20 percent but next year it will be 
necessary to “go down" to 12-13 percent. In other words, in 1985 this 
growth will have to be reduced by one-third whereas in 1984 we managed to 
cut it by one-fifth of the 1983 level. It is easier to "quell" wage 
increases by one-fifth than by yet another one-third. 


If we fail to do this, and if at the same time the planned price increase 
rate is not achieved, the attempt to get the market into balance will mis- 
fire. We are candid about this--a serious danger to the whole 1985 plan 
will follow in such a case. Hence we have resolved to demand tougher 
parameters whereby we hope to tap enterprise reserve money as much as 
possible and hold down the tendency to increase nominal wages excessively. 


Question: Economists and columnists are alarmed at the widening scope of 
regulation. Some people even charge that this is tantamount to a departure 
from the reform. 


FK: We too are worried about the reform's future. 


JZ: Whoever believes so complex a mechanism as the national economy can 
be regulated using just a small set of simple controls is definitely wrong. 
This is a truth for all seasons, whatever the actual shape of the economy. 


Accordingly it is necessary to resort to differentiated and specific solu- 
tions when the economy is in a state of disequilibrium. We failed to see 
this factor's significance in the early phase of reform implementation, 
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owing to which a number of adverse developments followed, e.g., wide differ- 
ences in supplies of enterprises with materials, in wage increase possi- 
bilities etc. 


When you truly believe the economy can be meaningfully controlled by means 
of parameters, you will realize that as it is now the Polish economy is 
badly in need of very specific solutions, which occasionally may bear the 
characteristics of direct instruments but which must never become straight- 
forward directives. As we see it, the reform might suffer considerable 
damage if we closed our eyes to reality and tried to enforce things which 
may be feasible only in 3, 5 or 10 years from now. We have no intention of 
dropping the reform. Solutions we are proposing only express our sense of 
realism, or this at least is what we believe they do. 


FK: Let me briefly explain just why we are concerned about the reform's 
future. This year, enterprises will generally curpass planned wage and 
investment levels. Our reaction to this, even though it may come a bit 
late, is to make the parameters tougher. But should the situation repeat 
itself next year, that is, should enterprises pursue policies incompatible 
with the reform, then the reform right really be in peril. 


So, I fear that enterprises themselves may jeopardize the reform by their 
behavior. Complaints about taxes, about FAZ contributions are ubiquitous. 
So are demands for tax concessions. But oddly you will hear nothing about 
production costs remaining high while productivity is low and quality is 
getting worse. Enterprises which seriously worry about these things are 
just in minority. 


The reform, finally, may stumble over a psychological barrier. For instance, 
I have never come across a group of workers or managers at an enterprise 

who would be psychologically prepared to face bankruptcy, even though such 

a danger is looming over different enterprises. Such a thought is simply 
ignored. You know, [enterprises say] the government is there to come to 

our aid. 


Question: Let us now proceed to more specific matters. Is the scope of 
concessions widening or narrowing? Are these built-in system devices, or 
are they rewards granted arbitrarily? 


FK: Their scope has not expanded significantly. I think this must be 
hailed as a success in a situation in which parameters are becoming more 
rigorous. What is undergoing change is the character of some concessions, 
which tend to become built-in devices of the system. For instance, depre- 
ciation allowances used to be granted solely in their financial aspect. 
Next year, the list of concessions will be more or less in accordance with 
preliminary plans for structural changes. But these concessions may be 
granted under the proviso that the resources thereby released must be 
assigned only for replacement and modernization. Allowances on FAZ con- 
tributions give preferential treatment to those sectors or kinds of economic 
activity which enjoy priority treatment in national economy anyway. 
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Question: Will rationing be curtailed? 


FK: It's too early to say anything definite now. The distribution minister 
is about to submit his proposals on this matter. Now I can only say that if 
an active price policy--i.e., a policy which would ensure equilibrium between 
supply and demand--were introduced, then ration cards for all goods, includ- 
ing meat, could be dropped. That much for a maximalist approach. In a 
minimalist approach, ration cards for flour, groats and rice might safely 

be dropped first, naturally after some price increases. 


Question: What about employment "rationing"? 


FK: Although this kind of "rationing" creates the impression it is being 
manipulated in some voivodships, it isn't really. Differences between these 
and the remaining voivodships are negligible in the labor market. The whole 
system is ultimately more cumbersome than beneficial. The number of voivod- 
ships having "rationed" labor reserves will be reduced next year. This matter 
is now being analyzed by the Labor, Pay and Social Security Ministry. 


Question: Doesn't the drive to introduce more rigorous parameters generate 
fears that the motivational system may be weakened, that tension may aggra- 
vate in enterprises? 


FK: I'm not saying we didn't or don't have such fears. But let me remind 
you that, as we said before, we are more afraid of possible greater tension 
which may appear economy-wide at enterprise level unless these more rigorous 
parameters are introduced. These tensions are generated by prospects that 
plan targets may be surpassed, especially as concerns investment spending 
and wage increases. 


But then, you can't make the idealistic assumption that no such tensions will 
exist in some enterprises, for otherwise there would be no point in talking 
of economic compulsion, and thus of the reform, at all. 


JZ: The more rigorous parameters would be dangerous if they hampered well- 
working enterprises in its development. In our view, the set of moves pro- 
vided for next year does not create such a danger. But those who work badly 
will surely be in trouble. Some or other "innocent" enterpiises may also be 
hurt. But all this will be a blow mainly to those who have slept for the 
past 3 years of reform implementation. 


Question: The 1985 plan provides for as much investment expenditure as 
will have actually been spent on this by the end of this year [1984]. Let 
me underline that in 1984 investment spending will be probably Z1 100 
billion above this year's plan target. Analyses show that if this invest- 
ment rate is maintained, then replacement of worn-down fixed assets will be 
possible, that is, the murky prospect of disinvestment no longer exists. 


More and more funds go into centrally sponsored industrial investment pro- 
jects. Notice that most of them are now in their decisive or even final 
phase. Investment in the food sector also keeps rising. But investment in 
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housing is falling even though housing construction rates have not changed. 
In this manner we intend to check the steady climb of housing costs. As 
for the remaining sectors of the economy, the situation hasn't changed. 


Question: Viewed against the backdrop of the CAP-85, what is the anticipa- 
tion of NSEP [National Socio-Economic Plan] target fulfillment, and what is 
the point of departure for the five-year plan? 


FK: When next year's plan has been fulfilled--because, at this point, that 
plan is no more than a government resolution--the basic NSEP targets will 
have been achieved. In 3 years from now, national income produced as well 
as national income for distribution will exceed the planned levels by some 
4 percent. Centrally sponsored investment spending will not have been 
exceeded. Unfortunately, spending on remaining investment projects will. 
But resources for this purpose also are available because national income 
indeed has grown. So, there is no danger to consumption, the level of 
which will be higher than that provided for in the NSEP. Real wage increases 
too will be higher. What is really upsetting is the prospect that trade 
with Western countries may end significantly below plan levels, a prospect 
which has been increasingly likely. 


JZ: For the future, two matters are most significant as concerns things 
which happened during the past 2 years. I mean the shape of national fixed 
assets, and Poland's export capacities. 


As concerns investment, we have adopted a policy of protecting consumption 
which has generally sped up the aging of our fixed assets. This in turn 
deteriorated the technical conditions for observing quality standards and 
made Polish products far less competitive. This is what makes me take an 
ambivalent attitude toward the surpassing of investment limits set in the 
NSEP. True, they have caused short-course disturbances of equilibrium and 
generated tensions. But viewed in a long-course perspective, their effect 
was beneficial even though they obviously could not offset the general 
reduction of the investment rates or the increased proportion of nonproduc- 
tive expenditures in the investment structure. 


As concerns the intended export expansion, for various reasons no break- 
through proved possible. Possibilities offered by mining industries have 
been all but exhausted, while manufacturing industries have yet to produce 
desired effects. 


Precisely for these two reasons, the investment policy line set up in the 
three-year [1983-85] plan cannot be continued if we are serious about wanting 


to improve the economy's structure, make it more efficient, and generally 
modernize it. Investment policy has to be redesigned. 
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RETAIL SECTOR MARGINS CUT TO HOLD LID ON PRICES 
Warsaw PRZEGLAD TECHNICZNY in Polish No 46, 11 Nov 84 p 16 
[Article by Jacek A. Likowski: "Retailing: The Grey Zone of the Economy"] 


[Text] The economic reform has hardly come to retail trade at all. Never- 
theless, the retail organizations keep working, even though few people are 
satisfied with the grocery just behind the corner--if that has not closed 
down altogether yet. They are closed down because of labor shortages, while 
the equipment installed in the operating outlets has to wait for months for 
the necessary overhauls. However, vermin control is at least done at more 
or less the required intervals. In 1970, the average Pole spent 60 minutes 
a day shopping, but these days the chore requires up to 150 minutes a day. 


Why should it be? It would appear that retailing should be easier, now that 
the volume of products on the market is much smaller. This can be explained, 
but only provided that we only take into account economic determinants and 
ignore all kinds of rationing that has been arousing so much controversy, 

all selective sale programs, distribution through factories or the bartering 
of products by producers of different kinds of scarce goods. 


Retailing organizations live off retail margins. Very often in the past-- 
but also these days one can come across such simplifications--the margin was 
identified with profit. The authors of many commentaries compared the margin 
to the manufacturers’ profit margins and reached the conclusions that the 
retailer gets more than the maker. This is pure demagogy, calculated to mis- 
lead a disoriented reader. The Polish retail margins have always been fixed 
at the minimum level which did not even ensure simple reproduction. As long 
as the command system was in force, this was not much of a problem; it was 
enough to decree the allocation of extra sums and the trouble was--well--not 
exactly over, because the allocations were always too small. 


The introduction of the reform coincided with, and was de facto contingent 
on, huge increases in the prices of consumer goods, including food. The 
scale of growth at the beginning of 1982 was politically explosive, but from 
the economic point of view it was inevitable. Then the Ministry of Distri- 
bution and Services devised something that was quite twisted, although on 
the surface of it looked right. In order to avoid an even bigger growth of 
prices, it submitted of its own accord a suggestion concerning giving up the 
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margins at the level in force until then because, after the price rises, 

the margin would be calculated according to a much higher base and, in 
absolute terms the sum would be disproportionate to costs and would be 
bigger than the retailers could possibly spend. This was almost a suicidal 
move. Even before the move, the margins were among the lowest of all social- 
ist countries, to say nothing of market-economy states. 


Instead, the ministry proposed to convert the margins into amounts in zloty, 
these would be raised slightly, and redefined as a new percentage margin. 
As a result, the retail price rose slightly less than it otherwise should. 
The ministry believed that when this becomes necessary, it will be possible 
to raise back the margins within limits justified by economic considera- 
tions. However, the allergy to all kinds of price rises is too strong for 
the authorities to bother about retail trade economics, so the margins have 
not been changed to this day. As a result, the economic situation of the 
three retail structures is dramatically different. 


The state-owned retail organization dealing mostly with consumer durables 

is doing reasonably well, but then, even before the reform, the margins here 
were close to economic needs and more comparable to the margins for similar 
merchandise in other socialist countries. What is more, they are higher 
than the margins on food, which, according to the Institute of the Home 
Market and Consumption, violates the textbook rules of economics of trade 
organizations. 


The cooperative organizations are in a much worse situation. The centralizing 
zeal and the concern for the “purity of the division of tasks and powers" 
made the Spolem organization a virtual monopolistic supplier of food. Some 
80 percent of the merchandise it sells is sold at official prices and with 
official retail margins. Therefore it can hardly make ends meet. Samopomoc 
Chlopska, which wields a similar monopoly in the countryside, is in an iden- 
tical situation. The food it sells is also sold at official prices while 
many goods needed in farming production and distributed by SC carry margins 
expressed in zloty, not in percent, which bear even less relationship to the 
cost of turnover, which in the countryside is higher if only because of the 
scattered network of sales outlets and higher transport costs. 


As the economic mechanisms for covering the costs and making profits are 

not at work, it is necessary to resort to allocation, commands, limits, etc. 
However, the Center decisionmakers do not treat the applications from retail- 
ing organizations in a privileged manner. They appear to think that traders 
do not create new values, which is not true. It is easy to get that 
impression, despite the fact that society assesses the state of the economy 
from the angle of work of the nearest grocery store. 


Professor T. Sztucki said at a meeting of a Commission for Economic Reform 
working group that market relations were “of a hybrid nature: more commands 
than reform." Professor M. Struzycki, who heads this group, observed that 
after 2 years of the reform being in force, the Center attached less sig- 
nificance to the market as a way of functioning of the economy than was 
assigned to it in the original reform assumptions. 
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And so the margins remain unchanged, only the absolute figures go up each 
time the prices do. Also the structure of turnover is slowly changing, 
with Spolem selling more industrial products (which carry higher retail 
margins) and with state-run retail organizations being forced through 
administrative decisions to take up trade in food. Eventually, the margin 
at Spolem rose in the first quarter of 1984 from 8.02 percent to 8.24 per- 
cent. Although this may sound incredible, this was the result of the 
alcohol trade being taken over by the specialized Ponal enterprise, as the 
margins on alcohol were particularly low. 


However, the costs in both cooperative retail organizations are rising 
faster than turnover. For the first three quarters of 1983, Spolem returned 
a profit of 9.87 percent. For comparison, the state-run trade organizations 
returned 47.62 percent and the State Food Wholesalers (PHS) 17.93 percent. 
Fewer than 9 percent of industrial enterprises, 2,271 in all, surveyed by 
GUS showed a degree of profitability as low as Spolem, and so did 40 percent 
of building enterprises. Some 31 percent of industrial enterprises and 
12.8 percent of construction firms were in the same profitability group 
(30-50 percent) as the state-run trade organizations. All the other conm- 
panies performed better. 


Industry and construction managers can be heard complaining that the low 
profitability means that they cannot raise wages and finance growth. 
Nobody even wants to listen or write about the plight of retailers. 


A lot has been said about the “specific character” of various branches of 
industry, demanding exemption from the operation of instruments testing 
the economic efficiency of their operation. Many industry leaders have 
succeeded in such efforts. ‘In reality, though, retail trade is “much more 
specific" and does not really fit in the reform regulations, which were 
devised chiefly--if not exclusively--with industry and construction in 
mind. The special characteristic of trade and services is the high share 
of labor costs in overall costs. In market-oriented industries this share 
amounts to 15-16 percent, but in trade it is in the area of 50 percent, in 
catering 55-60 percent andsin services even as much as 65 percent. Very 
few industrial enterprises supplying services could be compared with this. 


As a result, a raise in wages by several percent in industry is virtually 
unnoticeable because it can always be offset by an increase in official 
prices, whereas in trade it affects the otherwise small amount of profit. 
This profit cannot be bigger because of the barrier of official retail 
margins. A working group headed by Professor E. Budzich concluded that we 
are dealing with “controlled growth,” parallel to the growth set in the 
Central Annual Plan. In all cooperative organizations, wages rose by 
16-17 percent but in state-run trade organizations by 30 percent. 


If financial results of the enterprises were taken into account, wage 

growth is certainly not justifiable. But then, performance really does not 
depend greatly on work quality: the growth of turnover was slow, the margins 
fixed at the central level, although from the social point of view the 
growth of wages was justified. 
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The average wage of retail trade employees amounted to just under Zl 12,000 
a month in state-run units, just over 11,000 in Spolem and 11,500 at SC. 
This means that the average wage in retail trade equalled 84.7 percent of 
the average wage in Poland and 74.4 percent of the wages in industry. This 
must be due to the fact that the workforce is scattered. Nominally, the 
retail enterprises employ thousands of people, but 67 percent shops in towns 
and 95.6 percent shops in the countryside have a staff of 1-3 persons. If 
the principles of “social justice” were not applied in setting wages, it 
would be difficult to arrest the decline in employment. 


The situation is much worse with regard to means for growth. While indus- 
trial enterprises do not usually use their development funds to the full 
because of a relative excess of funds in comparison to the availability of 

a sufficient amount of machinery and plant, retailers simply have two little 
money for development. The reason is not that these funds are eaten away in 
the form of wages but that the income generated is too low. In the years 
1976-1980, trade accounted for 2.1 percent of the overall investment outlays 
in Poland, compared to 5.1 percent in Czechoslovakia and 3.4 percent in 


Hungary. 


Would this be because there is too much retail floor space per 100 inhabi- 
tants? Could the warehouses be so voluminous as to be able to absorb any 
amount of merchandise? Maybe every shop has freezers in good working order 
and every warehouse has sufficient transportation equipment? The answers to 
all these questions are evident. The plain fact is that the stereotype in 
force in Poland is that retailing should be done at a low cost while the 
profits should be reaped already in industry. This is another of the 
reform's traps. 


With regard to regulated and contractual prices, the suppliers negotiate 
retail prices with the distributors. The dictate of industry can be seen 
in the pressure exerted on trade to accept low retail margins. They are in 
fact so low that the traders cannot possibly make a profit. The only sanc- 
tion the retailer has at his disposal is to give up the purchase. But what 
will he offer to his customers then and what will be displayed on his store 
shelves? Besides, it is not possible to boycott the profit-thirsty makers 
of such elementary products as food, clothing, shoes, household appli- 
ances, etc. 


And so the retailers accept goods at the prices asked by the manufa turers, 
and they must vie with similar firms from other voivodships to place their 
orders at all--after all, the others may be prepared to sacrifice even more 
to clinch the deal. It is true that ordinances of the Council of Ministers 
have reintroduced the notion of liability for breach of contract even when 
no penalty clauses are included in the contract because of the producer's 
insistence, but this will not work in the long run. The lowering of quality 
can be regarded as authorized speculation on behalf of state-run industrial 


enterprises. 


As a result, trade cannot effectively represent the customers in dealings 
with manufacturers. It is the weakest link of the chain. The funds for 








wages and development should be determined by economic criteria but in real 
life the retail enterprises are subordinated to voivodship authorities in 

a bigger measure than industrial or construction enterprises. The decisions 
of the local authorities, made in the interest of the population, entail 
costs which hamper economic recovery of retail enterprises. 


The autonomy of trade organizations is small and in fact will not probably 
be necessary so long as the growth of production of consumer goods is slower 
than that of heavy industry products. Somehow, the reform instruments, 

both the generally applicable ones and individual exemptions from the rules, 
are more kind for the makers of raw materials and other producers’ goods. 


On the other hand, traders are to be made accountable for market shortages. 
Commentators commonly blame them for not working energetically enough, as if 
the availability of goods depended more on wholesalers than producers and 
the transportation industry. 


It is difficult to predict what will happen next. The retailing industry 
employs some 8 percent of the national workforce, but everybody has daily 
contacts with it. These contacts affect an individual's idea about the 
level of development of the country and, given the present condition of 
this industry, for many more years ve shall consider ourselves a poor and 
primitive country. This will not be changed by stopgap orders such as 
rationing, operational programs or government orders, an arbitrary division 
of output between the domestic market and other markets, selective sales, 
etc. 


According to the reform, the principles of social policy were to be safe- 
guarded by the play of market forces, although on a scale incomparably 
smaller than in capitalist countries. This was supposed to persuade the 
manufacturers to produce goods needed by society. Retailers were to 
articulate the interests of society. In practice, nothing has come out 
of these plans so far. 


Besides, the retail trade is subsidized anyway (to the tune of Z1 25.7 
billion in the first quarter of 1984, which is much less than the Zl 81 
billion pumped into the market-oriented industries in the same period), and 
this makes Poland a curious exception. All over the world trading is done 
for a profit, while in this country it's the other way round. 
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DWINDLING FOOD PROCESSING INDUSTRY CAPACITY DETAILED 
Warsaw ZYCIE GOSPODARCZE in Polish No 49, 2 Dec 84 p 3 
{Article by Marcin Makowiecki: "The Industry That Feeds Us"] 


[Excerpts] It was once trendy to regard food processing as Poland's 
national industry. No such slogans are in use today, especially so as this 
view is not borne out by reality. But it is just against the background of 
the numerous difficulties that it becomes visible that the idea of develop- 
ing food industry was right. Unfortunately, the plans adopted years ago 
were only partially implemented. 


The inefficiency of the food processing industry--except for some better 
equipped branches--is currently impeding the development of farming and 
causes considerable losses of farm produce, tc say nothing of the inability 
to meet the needs of the food market. 


Due to this, the potential of Poland's economy is not being ful'y made use 
of. Agriculture supplies various produce which could be’ certainly 
processed into attractive food products--but the poscibilities, both with 
regard to supply and processing itself--are far from being exhausted. 
Poland boasts of a good export tradition that can provide a basis for a 
development of trade in food, which is proving to be a much more reliable 
export item than many other flopped products of some branches in industry. 
A developed food industry also proves an attractive market for producers 
of machines and equipment as well as many other branches which work for 
both domestic and foreign needs, a case in point being the 60-plus Polish 
sugar plants built abroad. A question which has to be asked is whether-- 
in view of such possibilities--the food industry is going to be a giant 
(despite its diminishing share in overall industrial production) or a poor 
cousin in our economy? Or, one could ask, can we still afford this partial 
use of this production capacity? 


Those questions are now being investigated. What are the chances now to 
modernize and develop the food industry, which of its branches must be 
developed despite the limited investment possibilities, and which branches 
will be forced to wait? All in all, we must now work out a policy of the 
development and modernization of that industry for the coming years, which 
will, as a matter of fact, be a policy of not so easy choices between the 
big needs and real possibilities. 
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A draft program till 1990 has been worked out by the Ministry of Agriculture 
and Food. The draft is now being discussed by representatives of the enter- 
prises concerned, associations, social organizations and various industries. 
Before decisions are made in long-term plans, it is necessary to get to know 
about the state and needs of the numerous branches of food industry. 


Food industry has 22 branches with 11,000 public-sector enterprises, out 

of which 1,600 are state-owned. Within the last 20 years, production of 
the industry has doubled. At present, it supplies 25 percent of goods and 
services (in terms of value) of the whole industry and employs 12 percent 
of the labor force. Food and the group of goods embracing tea, coffee, or 
cocoa make up 46 percent of entire market supply. Poland's population 
spends on these 61 percent of the money spent on the purchase of material 
goods and services (1982 data). Productive fixed assets in food processing 
account for 11.4 percent of all fixed assets in industry while production 
equals 20 percent of the total industrial output. Investment in the 
development of this industry in the last 2 years equaled 4 percent of over- 
all investment in industry. 


The draft stipulates chat the future development of the food industry 
should be subordinated to the projected changes in consumption patterns 
envisaged by the food production program up to the year 1990. The 1970's 
saw a growth in the consumption of animal protein, especially meat, poultry 
and fat, and a drop in the purchases of cheaper vegetable products, grain 
products, potatoes, and a stabilization in the consumption of milk and 
dairy products. Purchase. of sugar, fruit and vegetables increased a 
little. Consequently, the programs for the 1980's envisage a necessary 
change in the structure of production and consumption of food, taking into 
account import possibilities and favoring products of lower social produc- 
tion costs. 


This means that the nearest future will see a growth in the consumption of 
milk and dairy products, maintenance of the present purchases of eggs, so 
as not to diminish the share of animal protein in a Pole's diet despite a 
drop in the consumption of meat. It is expected that people will buy more 
fruit and vegetables and the same amount of sugar, grain and potato 
products and oils, the latter being the result of growth in the production 
of vegetable oils. 


It is clear today that the success of this venture will depend on an expan- 
sion of the capacities ir food processing, which today are unsatisfactory 
with regard to market weeds and rational management of farming produce. 

The industry fulfills its tasks due to excessive use of production capacity, 
which means ionger working hours, simplified repair and maintenance proce- 
dures, etc. In a word, the machines and the people are exploited to a maxi- 
mum level. The negative effects include waste of food, a quicker wear of 
production assets and a deterioration of the quality of goods. 


Some industries exceed their nominal production capacity to a large degree, 
e.g., the sugar industry exceeds its production capacity by 20 percent, 
baking industry--by 17 percent, grain and milling industry--by 11 percent, 
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dairy industry--by 8 percent. Some of the grain purchased from farmers 
must be s.ored in makeshift facilities, apples are processed into spirits 
instead for a concentrate which is a good export product, and the demand 
for potato produce is met in 75 percent while Poland is the world's No 2 
potato growing country. 


Things look better in the meat, poultry and fodder industries, but those 
had been lavishly financed in the past. Even so, some plants must never- 
theless be developed or modernized. The investment programs in the past 
envisaged only the construction of new plants, neglecting the moderniza- 
tion of the ones existing already, especially with regard to replacing 
machines and equipment. There are vast disproportions in the regional 
distribution and equipment of food industry establishments. Another prob- 
lem is that their machines are heavily depreciated. For instance, two- 
thirds of the machinery in the meat industry has been amortized. It is 
very much the same in milk and sugar industries. 


Fixed assets in the entire food industry at the end of 1983 was amortized 
in 41.5 percent, machines and equipment--in 58.5 percent. Already now, 
the growth of capacity of some branches is too small compared to changes 
in the level of farming production and consumption. 


A simple comparison of the demand for food and the consumers’ expectations 
on the one hand and the present technical condition and capacity of the 
food industry clearly shows which branches should enjoy privileged treat- 
ment with regard to allocations of investment funds. According to the 
plans of the Ministry of Agriculture and Food, the choices should be con- 
sistent with the assumptions of the policy of changes in food consumption 
for the comiig years. From this point of view, particular emphasis will 
have to be placed on the development of eight branches of the food indus- 
try: the dairy industry, the grain milling and baking industry, th: fats 
industry, the potato processing industry, the sugar industry, the tobacco 
industry, cold storage industry and fruit and vegetable processing. 


In the dairy industry, whose demand for investment funds in the years 1984- 
1990 is estimated at Zl 124 billion (in 1983 prices), over a half of the 
funds (53 percent, to be precise) should be spent on modernizing the 
existing capacity. At present, eight dairy industry plants, inherited 

from earlier investment programs, are under construction in Sepolno 
Krajenskie, Cracow, Mragowo, Nysa, Wielun, Suwalki and Wolsztyn. The com- 
pletion of these projects is an urgent matter. In the coming years, it is 
planned to modernize 11 plants and start building new ones (in 1986-87) in 
Poznan, Przemysl, Plock and Tarnow. The expansion of the industry would 
result in a better quality and choice of dairy products and would make it 
possible to reduce the amount of milk wasted every year by 1 billion liters. 


In the cereals industry, almost the whole development funds in the years 
1950-1975 were spent on expanding storage capacity. The milling industry 
was left far behind, with only seven new mills having been built during the 
three decades separating 1950 from 1980, while many of the existing ones 
have become due for demolition. At present, milling capacity has dropped 
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back to 1974 level. Some 35 percent of the machines used in this industry 
were built before World War II. 


In the years 1984-1990 the capacity of the flour mills should increase by 
900,000 tons a year, i.e., by 33 percent compared to 1981. The combined 
needs of the whole cereal industry complex, including the development of 
the network of procurement centers, silos, etc., are estimated at Zl 108 
billion for the years 1984-1990. In addition to that, Zl 93 billion ought 
to be spent on the development of the baking industry, which would increase 
its capacity by 35 percent. 


The two above-mentioned areas are the most neglected branches of the food 
industry and their development calls for the biggest outlays. However, the 
remaining branches are no less important from the point of view of the con- 
sumer. 


The oils industry, which is to ensure a 30 percent growth of consumption of 
vegetable oils by 1990, should by then be able to process a million tons of 
rapeseed a year (up 22 percent from the present level) at a cost of invest- 
ment totaling Zl 28 billion. In the potato industry, development projects 
are needed both from the point of view of increasing market supplies (the 
respective program would ensure a growth of capacity by 22.6 percent), 
limiting the transport of produce thanks to the building of small local 
starch plants and improving pollution control. The cost of these projects, 
mostly replacement ones, would total some Zl 16 billion. The reconstruc- 
tion of the oldest branch of the food industry, i.e., the sugar industry, 
is bound to require huge sums, around Zl 80 billion up to 1990. The empha- 
sis should be on the modernization of the existing plants, however, the 
construction of a new sugar refinery is to be started at Tyszowce already 
in 1985 and of another one, whose siting is yet to be decided, in 1987. 


The remaining three of the eight privileged branches is the cold storage 
industry (which, in addition to storage, produces ready-made or precooked 
frozen meals), the fruit and vegetable processing industry, which has a 
shortage of capacity, especially with regard to apple processing, every 
year, while potentially it could become a major foreign exchange earner 
(the required outlays are estimated at Zl 26 billion), and the tobacco 
industry. Market demand for cigarettes exceeds the capacity of the indus- 
try by 14 billion (the capacity being 76 billion cigarettes a year) and 
the demand for investment is estimated at Zl 20 billion. 


The priority treatment of these branches would not signify a total neglect 
of the remaining branches. However, the capacity of the latter is not 
expected to increase before 1990, whereas the demand for replacement of 
aged capacity would be taken into account, as would the need for moderniza- 
tion of facilities and obtaining of economies in the use of energy, raw 
materials and a growth of productivity. 


In this connection it is worth drawing attention to several important 
characteristics of the draft of the investment policy in the food processing 


industry. 


39 











The selection of eight branches which will enjoy privileged treatme it was 
an obvious necessity in view of the limited possibilities of growth. The 
choice was rather obvious, and the development tendencies correspond to 
the planned changes in consumption structure. The policy of investing in 
those selected branches would also help attain an improved satisfaction of 
the demand for the basic food products. However, the question arises 
whether this would be enough, especially from the point of view of the 
change in consumer aspirations over such a long period of time. 


A notable aspect of the planned investment undertakings is the large share 
of spending on modernization of the existing plants. This would mark a 
fundamental change in the to-date investment practice. However, this will 
also produce further consequences which are hardly mentioned for the time 
being, namely the development of those branches of industry which produce 
capital goods for the food industry. Such branches do exist, but their 
development so far has not ensured the satisfaction of even the current 
demand of the food processing industry. 


The investment plans embrace a period of several years but the results will 
only be felt on the market in the next decade. It would be difficult to 
expect an acceleration of investment processes, especially if the scale of 
the proposed projects is taken into account. But on the other hand the 
matter is urgent as the total amount of produce lost through lack of 
capacity is mounting every year while the gap between the food processing 
capacity and the needs of the market is getting wider. Therefore it is 
worth paying attentiou to stopgap undertakings on a smaller scale, which, 
according to ministry officials, should help store the grain harvest, 
process the milk purchased from breeders and potatoes. 


The implementation of the investment program of the food industry would 
dramatically change the share of this industry in overall investment spend- 
ing in Polish industry. Its share would rise to 7-8 percent, assuming that 
every year between 1986 and 1990, Z1 100 billion is spent on this purpose. 
Such a cisange would reflect the economic significance of this industry. But 
while the need for such investment should not be negated for social con- 
siderations, it is also important to take into account the feasibility of 
spending such amounts and the financial situation of enterprises. 


Under the present financing regime, the enterprises’ own funds for develop- 
ment would be sufficient for an estimated 30 percent of the overall invest- 
ment demand specified in the draft program for 1986-1990, with considerable 
differences between individual branches. In other words, it will not be 
possible to carry out this program without far-reaching changes in the 
system of financing growth, taking into account the specifics of this 
industry. 


There can be several ways out: The financing from the state budget of some 
of the biggest projects which are essential for the execution of the whole 
program, changes in the system of settling accounts with the budget in the 
branches of industry which receive state subsidies and sell their products 
at official prices, the establishment of a special investment fund for 
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financing the growth of enterprises which are in desperate need of develop- 
ment and are situated in regions with an especially low processing capacity 
of the food processing industry, the introduction of tax concessions and 
suspension of depreciation fund deductions. The choice of one or more of 
these solutions will determine the implementation of the investment program 


presented above. 


CSO: 2600/455 
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HIGHER PRICES URGED TO SPUR CONSERVATION OF COAL, ENERGY 
Warsaw ZYCIE GOSPODARCZE in Polish No 49, 2 Dec 84 pp 4, 5 
[Article by Andrzej Chmielewski: "The Plight of Coal Mining"] 


[Text] The belief Poland always had, and always will have, plenty of coal 

is ubiquitous. Perhaps this is one reason for which this black gold, which 
was expected always to be in abundance, has been gradually losing its glitter 
and being lost irretrievably. But as most Poles, who continue to hold to the 
myth of "unlimited" coal resources sufficient to meet domestic demand and 
moreover supply valuable foreign funds, are still far from realizing the 
imminent energy crisis, experts sound the alarm. Poles are still sure they 
have and will have enough coal. 


At current growth rates of the economy's energy consumption, coal output 
should increase to an estimated 230-250 million tons annually by the end of 
the century. But it is absolutely clear that no more than 191-195 million 
tons of coal will be extracted at least till 1990. This is the "point of 
departure" for development in future years. 


The Present Situation 


Poland holds more than 4.1 percent of world coal resources. Biggest amounts 
of coal exist in the United States (22.9 percent), China (more than 20 per- 
cent), the Soviet Union (16.8 percent), the United Kingdom (9.1 percent), 
and India (6.7 percent). 


Poland holds roughly 200 billion tons of hard coal in three coal basins-- 
Lower Silesia, Upper Silesia and the Lublin region. The Lower Silesian 
basin is the oldest and most exhausted of all, and it also has the most 
difficult geological structure. The Upper Silesian coal basin, which 
supplies 98 percent of all Polish coal, is the absolute leader. The 
youngest of the three, the Lublin basin, has not been fully explored yet 
and no reliable estimates exist of the amount of coal to be gained there. 


Of Poland's 73 operating coal mines, 14 are classed as expanding enter- 
prises, 38 have stable output rates, 11 belong to what are called depleting 
mines, and 10 are new. For the last 35 years, 18 new coal mines have been 
put into operation. 
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In 1946, coal output was slightly over 47 million tons. By the end of 1950 
it grew to 50 million tons, in 1960 to 104 million tons, in 1970 to 140 
million tons, and in 1978 it reached 201 million tons. This year, Polish 
coal mines are going to extract 191 million tons of coal. The structure of 
energy resources in 1980 was this: hard coal 71.9 percent, lignite 6.9 per- 
cent, oil and oil products 13.1 percent, matural gas 7 percent, turf and 
heating wood 0.4 percent, water 0.7 percent. This structure is not going to 
change significantly in the future. Aithough hard coal's proportion is 
anticipated to fall (to the advantage of lignite and nuclear energy) to 

57.7 percent by the year 2000, coal is anyway going to remain the number-one 
energy mineral. 


Some people believe coal mining used to be granted very generous privileges 
in appropriating funds and resources for development. But, was it really? 


When the three-year plan [1947-1949] was designed the assumption was that 
indispensable investment per 1 ton of hard coal extraction should be Zl 3. 
But in 1945 it was Z1 0.24, in 1946 Z1 0.67, and in 1948 Zl 2.47. Plan 
targets were more than fulfilled, but mainly by lengthening work weeks, 
for coal used to be extracted also on Sundays and holidays. Moreover, an 
extra shift was introduced in Polish mines in 1948. 


In the six-year plan [1950-1955], coal output was below original plan levels. 
As much as 40 percent of the planned and indispensable investments remained 
unfulfilled. So, extensive development measures--above all increasing 
employment and lengthening the working time--continued to be applied. For 
example, 40,000 soldiers and voluntary youth workers worked in the coal 
mines. Prisoners were also put to work. 


In the five-year plan period of 1956-1960, investment was increased by more 
than 80 percent over the preceding five-year plan. This financial boost 
enhanced coal mining's technical potential, and so in 1956 extra work was 
abandoned. In 1958-1962, coal output grew roughly by 15 million tons 
annually. But already in 1963-1964 new investment cuts were made whereby 
several new coal mines provided for in the five-year plan were shelved. 

In 1966-1970, spending on coal mining was 10 percent lower (without price 
increase adjustments) than in 1961-1965. 


The 1970's are a special period in the history of Polish coal mining. The 
share of what is called the fuel-and-energy complex (a very vague designa- 
tion which undermines the reliability of the quoted statistics, but I have 
access to no other data) in total investment spending declined systematically 
from 8.3 percent in 1975 to 5.1 percent in 1977. Early in the 1970's, a wide 
gap opened between Polish coal mines’ output capacity and the economy's 
rising demand for hard coal. These disproportions were to be sllayed by 
lengthening the work week, among other things by introducin, » were 

cllaed miners' Sundays or--late in the 1970's--the continuous :ncee-shift 
system of work. Mines worked 355 days in a year. In 1979, coal output 
exceeded 200 million tons. Between 40 and 41 million tons was earmarked 


for exports every year. 
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A Treasure for the Time of Crisis 


Any country that has considerable natural resources stakes its future on 
them. Natural resources are one factor which determine the given country's 
place on the map of the world. But the same resources, if used irrationally 
in a long process from extraction through to processing, can also cause 
economic crises. 


The Polish economy has staked all its future on hard coal. It is a good 
thing that we have the coal, but it is bad that we are so prodigal of it. 
The Polish economy has become so heavily dependent on easily accessible 
coal that it fell into a coal trap. As the economy was becoming increas- 
ingly coal-hungry, more and more coal had to be supplied. Coal ceased to be 
just a natural resource and became an ordinary raw material like anything 
else. In the 1970's, Poland abandoned plans for the development of coke 
chemistry, an industry which processes coal for better quality. No new 
coal-processing technology has been introduced during the postwar period, 
and coke output has been falling consistently since 1978--this despite the 
fact that cokeries produce as valuable raw materials as heating gas, benzol 
or tar from hard coal. 


The Polish economy is among those European economies which are the most 
heavily dependent on energy and materials. While Poland needs 1.29 fuel 
unit tons (hard coal producing 7,000 Kcal/kg) to produce $1,000 worth 
national income, the French need 576 kg, West Germany 614 kg, Austria 

634 kg, and Hungary 1,084 kg fuel units. Poland alone uses some 5 percent 
of the world output of coal while producing less than 1.5 percent of world 
energy (data for 1980), and using coal in a very wasteful manner. Although, 
the economy is very greedy of energy, Poland ranks only 20th in Europe as 
concerns the use of electricity for consumer purposes. 


Until recently it was even believed that the further expansion of energy and 
material consumption is Poland's chance for catching up with the world's 
leading nations. For example, development programs provided for per capita 
output levels of 1,000 kg of steel and some 10 fuel unit tons after 1990. 
Poland has consistently been pursuing these record-high targets. In 1950- 
1975, national income's energy consumption level decreased from 53.6 kg to 
28.4 kg of fuel units per Z1 1,000. In 1976-1980, this indicator grew to 
32.8 kg. In 1981-1982, the energy consumption indicator further grew to 
37 kg, which meant Poland returned to the 1966 level, for it was 18 years 
ago that this energy consumption indicator of national income was last 
recorded. 


Certainly many factors contributed to create this energy-hungry economic 
model. For example, there is no way for Poland to escape what is called 
secondary energy consumption. If the manufacturing sector uses roughly 
9,000 megawatts of energy, 2,000 MW of this is used by the coal industry 
itself. Of the total 11 million tons of rolled products turned out every 
year, nearly 1.5 million tons goes back to the mines. This is the price 
Poland pays for having and extracting coal. 
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But is it only these objective factors which have determined the part 
attributed to coal in Poland? Take, for example, the case of raw materials, 
especially of coal, in foreign trade. In the 1970's, raw materials were 
believed to be Poland's strongest export item. Raw materials, including 
coal, were extolled as the supposed remedy for all Polish difficulties, 
especially in the latter 1970's, and for offsetting falling exports of 
highly processed goods. Coal exports were driven to over 40 million tons 
annually. Says one geologist: “A chief argument was that Poland has con- 
siderable natural resources (coal, sulphur, silver, vanadium, titanium etc.) 
which enable it not only to satisfy its own needs but also to develop 
profitable exports. This belief was reinforced by export profitability 
analyses which disclosed that sales of raw materials brought the greatest 
revenue. These analytical results were obtained largely thanks to appalling 
deformations of raw material production cost estimates." 


Also after 1981, coal was considered to be a fly-wheel for the crisis-ridden 
economy. Maybe that was a proper role for coal. Opinions differ. At any 
rate, while raw materials and other factors of production are in very short 
supply, coal again is available in sufficient amounts, and so there is also 
enough electric energy, for the time being. 


Deceptive Calm 


There is enough coal for the time being. But "for the time being" means 
that coal may soon become scarce. 


Five new coal mines are under construction. Under relatively good geologi- 
cal conditions, the investment cycle is on average 10-12 years. The first 
coal from these mines is due after 1990. What, then, can be done if the 
economy's demand for coal is growing? It remains to resort to extensive 
factors of production--lengthening the working time (in 1982, Poland's coal 
mines worked on all Saturdays), increasing employment, and exploiting 
deposits which are easiest to exploit in terms of geological configuration. 


Polish coal mines are being exploited excessively. In a Polish Academy of 
Sciences study on "The Utilization of Mineral Resources” it is stated that 
"4.27 tons of coal has had to be written off Poland's commercially viable 
resources per 1 ton of extracted coal." As for the Upper Silesian coal 
basin, which supplies roughly 180 million of Poland's total yearly coal 
output, Professor Adam Szczurowski says (NAUKA POLSKA, No 1-2, 1982), "By 
extracting 180 million tons every year, we deplete our so-called industrial 
resources by 220 million tons and our commercially viable resources by 360 
million tons. This implies that Poland should incorporate new resources 
amounting to this specific quantity of the raw material year in year out. 
In other words, a new coal mine having 220 million tons of industrial coal 
and 360 million tons of commercially viable coal should be opened every 
year. Unless this is done, the resources will be depleting. If Poland's 
industrial coal resources amount to 12,383 million tons, and if they are 
depleted by 220 million tons every year, total depletion will come after 
56 years. I think 50 years is a marginal period for the Polish economy. 
Now already it is occasionally difficult to find proper extraction sites 
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to work.... After 1990, many coal mines in the north of the [Upper Silesian] 
coal basin will be facing a rapid depletion of their deposits. This alone 
may lead to an estimated drop of 20 to 40 million tons in annual coal output 
by the end of the century.” 


In recent years, geologists quarreled over exact meanings of terms such as 
commercially viable resources, industrial resources, or expected resources. 
Almost every geologist seems to follow his own method of estimating these 
particular kinds of resources. Maybe this is indeed so. But then it is 
also true that Poland has been exploiting its coal resources utterly sense- 
lessly. The way of operating the coal mines today leads to irreparable 
damage tomorrow. 


Professor Jerzy Znosko says that “only 40-60 percent of coal deposits is 
exploited in coal mining.” The above-mentioned Polish Academy of Sciences 
study shows that the so-called “operational resources," which are dis- 
tinguished as a subgroup of industrial resources, are a very vague idea. 
Operational resources are determined with no regard to pertinent regula- 
tions, and so all this actually remains beyond the control of deposit 
working. 


The violence done to coal deposits is not a “technology” which began to be 
employed in the 1980's alone. It has been in use throughout the 40-year 
history of coal mining in Poland. The rule “tear out of the ground as much 
as you can no matter what happens after us” was applied for years before 
this decade. 


In 1978, the Government Presidium rules that coal can be extracted from 

what are called safety pillars underneath the city Katowice. Safety 

pillars are worked throughout the world and Poland supposedly has one of 

the best technologies in the world in this respect. But if it is excessive, 
coal deposit working may threaten the local environment. In Katowice itself, 
residential houses and many public buildings are in danger. However, work- 
ing the safety pillars underneath Katowice cannot be stopped because this 
would create net greater dangers now. 


Some 70 percent of hard coal is produced in Poland by what is called a 
caving method which causes considerable losses above ground, although it 
was a Pole, Professor Witold Budryk, who designed a unique method of safe 
working of coal deposits called filling method. 


Coal, then, is in abundance, but this may soon end. According to Professor 
Roman Ney, two coal mines will have to close down by 1990, 10 more by the 
year 2000, and another 11 by the year 2010. One estimate is tnat in order 
to maintain the current output capacity it would be necessary to put into 
operation, within the next 45 years, almost 180 new shafts totaling 175 km 
in length, and to deepen 120 existing shafts by 152 km. But this would 
mean a huge new investment effort. 


In coal mining there is no way of quickly making good for losses caused by 
excessive and mindless extraction. What has been wasted is irretrievable, 
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and will remain in the ground forever. It takes several years to open a new 
coal mine or shaft. Coal resources prepared for exploitation do not grow 

in quantity as quickly as demand for coal. So, little else can be done than 
going on with the kind of coal mining applied at present. In this way, 

coal mining's investment needs are cumulating. 


A Bill To Foot 


Considering the economy's investment potential at present, needs of the 
fuel-and-energy complex cannot possibly be met. But if coal and energy are 
going te grow increasingly scarce, the investment potential will further 
decrease. So, what can be done? 


Theoretically, coal output can be increased. The Mining and Energy Ministry 
has drawn up three versions of a blueprint for increasing output. An 
investment-output provides for three coal mines in the Lublin coal basin and 
nine coal mines in the Upper Silesian basin. Mining capacity, according to 
this plan version, would grow to more than 222 million tons of hard coal, 
which amounts to 177 million tons fuel units. A next version is more mod- 
erate on the question of investment expenditure, providing for three new 
coal mines in the Lublin region and five more in the Upper Silesian one. 

In this version, mining capacity grows to more than 211 million tons. A 
third version provides for “only” five new mines (Council of Ministers 
Resolution No 206/83 of 31 December 1983). The "expanding" mines’ output 
capacity was set at 66.8 million tons, that of mines with stable extraction 
levels at 95.3 million tons, while that of “depleting” mines at 11.5 million 
tons, down from the 1984 level of 29 million tons. In all, coal mining's 
output capacity amounts to 195 million tons, or 156 million tons fuel units. 


But even if the investment-oriented version is put into effect, demand for 
coal will not be fully met. Yearly coal deficits after 1990 are estimated 
to amount to between 3 and 13 million tons. The most austere version, in 
turn, will lead to a deficit shortage of 3.5 million tons in 1990 and to 
as much as 27 million tons 10 years later. This will probably involve a 
total ban on coal exports. 


But even if funds are found, coal mining's prospects for development will 
still face so enormous difficulties that development may simply prove 
impossible. The only thing which remains to be done is to protect what we 
do have, namely to stabilize coal output at 191-195 million tons and to put 
up with the sad truth that there will be no more coal. The kingdom of black 
diamonds must be given a breathing spell. It is not on coal that Poland 
should put the burden of extricating itself from its crisis, because coal 
alone simply cannot do the trick. The entire economy should be made to 

pay off its long-standing debt toward coal, for the economy grew at the 
expense of this most precious resource, with all the adverse consequences 
of this. The point of this is not to analyze various statistics to find 
exactly which area might be docked wf part of its development fund to prop 
the coal industry. As for investment funds needed to keep the present 
output level, the situation is clear. The bill to foot says, basically, 
that the economy must be submitted to a shock treatment. Further economic 
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development under the present energy- and material-intensive structure is 
simply unfeasible. 


It is estimated that at the current growth rate of energy consumption the 
economy would require 320-330 million tons fuel units by the year 2000. Of 
this, coal can provide 156 million tons fuel units. The remaining needs 
cannot possibly be met using other energy resources--oil, natural gas, or 
nuclear energy. Our potential reaches no more than roughly 240-250 million 
tons fuel units. Where can we get the missing 70 million tons? 


Demand can be balanced with supply if fuels ~- d energy consumption becomes 
more frugal than now and if the economy is submitted to a comprehensive 
restructuring bid. Within the mext 15 years, according to estimates, the 
economy must switch over to technical innovations to the extent of reducing 
its fuel and energy demand by some 40 million tons and winning another 30 
million tons via restructuring. Nobody should delude himself these savings 
can ever be achieved without investment expenditures. Considerable funds 
will be necessary for this purpose. The National Energy Inspectorate 
estimates this may require Z1 750 billion (at 1984 prices) by the year 2000. 


What should this money go for? Legitimate claims are numerous, while funds 
are in painfully short supply. It is estimated, for instance, that some 30 
million tons of coal is burned every year in very inefficient cookers. 
There are 7 million such cookers in Poland, and their energy output is 
only 16-20 percent. What should be done with this? Is it better to build 
a factory producing better cookers, vr to import them (provided, of course, 
there is somebody in the world who produces coal cookers)? We are going to 
face such choices all the time. 


Which is the better solution for Poland? Professor Czeslaw Mejro has shown 
that whereas the investment cost of a new heat power plant in 1973 was 

Z1 5,000 for 1 kW, last year it was Z1 53,000. But expenditure on under- 
takings designed to reduce fuel and energy consumption amounts to half the 
cost of new mines or power plants. More such persuasive and occasionally 
stupefying examples could be picked at random. But what if these produce 
no economic advantages? 


Too low prices are considered to be the chief cause of the careless use of 
coal and energy. If the domestic retail price of coal last year was 

Z1 2,000-2,500 (depending on grade), then abroad coal earned between $45 
and $65 for the ton. At the official exchange rate of Z1 110 for the 
dollar, this afforded a transaction price of Z1 5,000-7,000. So, export 
prices outbade domestic prices by some 150 percent. It should perhaps be 
pointed out here that of an average price of Z1 3,000 for the ton this 
year, roughly Z1 950, or 32 percent, goes for wages in coal mining, as the 
mining and energy minister, General Czeslaw Piotrowski, told the Sejm's 
Mining, Energy and Natural Resources Commission on 11 April. 


So, coal production has to be subsidized. Last year, subsidies (for coal 
mines running at a loss, and for producer goods) totaled more than Z1 171 
billion. Subsidizing coal is due to the fact that coal is tagged official 








prices which are set far below extraction cost levels. These latter differ 
widely depending on geological conditions in each case. Extraction cost is 
highest in the Walbrzych coal basin, namely Zl 9,247, and lowest at the 
Ziemowit mine, namely Zl 1,425 for the ton. 


The too low coal prices have many adverse consequences. They affect the 
structure of production costs and make it difficult for coal mines to 
operate closely according to cost-effective analyses. They reinforce the 
myth of cheap and easily accessible coal, which is ultimately counter- 
productive for any bid to rationalize its consumption. Finally, the 
distorted price structure prevents self-financing at coal mines. It is 
estimated that coal's real value (sales price) should be raised to 

Z1 6,000 for the ton and introduced from 1989 onwards. This means the sales 
price should be increased by 20 percent annually beginning next year. 


Can such a “price shock treatment" force enterprises to use coal and energy 
more rationally than before? Certainly, coal and energy are too cheap 
compared to other production factors; energy, for instance, accounts for a 
mere 3-5 percent of industry's total production costs. But coal mining is 
subsidized in other countries too. According to Britain's National Coal 
Board, in the 1983/84 fiscal 8.5 pounds (roughly U.S.$12.5) was spent as 
subsidies on every ton of extracted coal. Sales price averaged 40 pounds. 
This is said to be among the lowest subsidy level for coal in Western 
Europe, for in Belgium every ton of coal gets $15, in West Germany $12, 

and in France $19 in subsidies. 


Price hikes for coal and energy must not be an end in themselves. They must 
be designed to bring about structural changes, to make people treat coal and 
energy as really scarce goods which are in limited supply only. Otherwise 
the biggest energy users will incorporate the high prices in their own 
costs, and so all of us will be made to pay. On the radio, people will day 
by day be hearing reports about the energy supply system being strained to 
its limits. Not even miners by their dedication and sacrifice will be able 
to avert the upcoming disaster--this can be done solely by the economy as a 
whole. 


CSO: 2600/455 
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ROMANIA 


ENTERPRISES’ INACCURATE REPORTING OF STATISTICS CRITICIZED 
Bucharest REVISTA DE STATISTICA in Romanian No 8, Aug 8k pp 9-17 


icle by Ilie Predescu: "Quality Control of Statistical Reports and 
ficient Quidance As Decisive Factors for Accuracy of Data Reported by 
Ministries, Industrial Centrals and Enterprises"/ 


[Text] Intensive and effective development, the main objective of Romania's 
national economy, the high growth rates scheduled for labor productivity, and 
reduction of material and energy inputs and imports, including steady growth of 
competitiveness of Romanian products on the foreign market, unquestionably re- 
quire accurate and timely information about results on the microeconomic and 
macroeconomic levels. 


In a modern civilization there is no economic, social, political, scientific, 
cultural, educational or any other human activity that is not increasingly de- 
pendent upon information as a management tool. VYanarement on all levels and the 
entire decision-making process are subject to information, and the effectiveness 
of the decisions and measures taken ultimately depends upon the quality of the 
information and the way it is processed and used. 


Under these circumstances quality control of the statistical reports upon which 
the higher party and state organs' decision making is based in the course of ho- 
mania's socialist development is of a vital importance that has extensive inp1li- 
cations for national economic development. 


Greater effectiveness of all economic and social activity is one of the RCP's 
major aims and a sure way to rapid economic development and improvement of the 
people's living standard. As Party Secretary Seneral Nicolae Ceausescu has re- 
peatedly pointed out, this requires firm measures to strengthen discipline and 
order, to manage material and financial resources efficiently, and to enhance 
the profitability and effectiveness of all activity. 


In view of those considerations it is the task of quality control of reports, 

in addition to other economic measures, to keep a constant watch over strict ob- 
servance of legality in management of the economic units’ socialist property and 
over correct reporting of the results obtained. 


50 














Control and direct guidance and support are in fact inseparable aspects of the 
same action and they play a vital part both in the party organs' work and in 
that of any specialist, on behalf of his activity, or in that of a management 
directly concerned with making effective decisions in close correlation with the 
facts of the situations in various activities. The presence of the specialists, 
the party activists and other personnel with responsible jobs where economic and 
social objectives are being accomplished and where problems arise and are solved, 
for purposes of effective support and guidance but also for control of proce- 
dures, has always proved to be one of the most effectuve of all the working me- 
thods we use to obtain the expected results. That is the only way the qualities 
and deficiencies of the controlled collectives as well as the problems can be 
best known, as well as the workers' actual ability to accomplish the assigned 
objectives, while also enabling those who come to help, contril and advise on 
the spot to involve themselves more deeply and efficiently in the implementation 
of the assignments. 


The party secretary general had such considerations in mind when he pointed out 
that we mist take steps to strengthen the efforts and responsibility for deter- 
mining the facts promtly in all their aspects and with a pronounced note of 


urgency. 


Romania's unprecedented social and economic development in the period of social- 
ist construction presents many far-reaching problems whose solution requires in- 
depth knowledge of the facts and the needs of society as a w ole on the part of 
the decision-makers and the party and state administrations in order to expose 
and eliminate the contradictions while further improving the system of social 
organization and management. Control plays a particular part in accorplishing 
this purpose, as a dynamic factor contributing to the efficiency of the process 
of converting decisions to actions and actions to the vest possible results. 
"However good our decisions may be, their effect will not be felt automatically. 
Organizational work, proper assignment of personnel, and control »f implementa- 
tion of the decisions are critical now." (1) 


Because of the ends it pursues, namely defense of the interests of the working 
Class and al) workers along with establishment of perfect order and discipline 
in all activities, control must be the bearer of the high standards set for each 
of its memoers by contemporary Romanian society. 


As an integral and compulsory part of administrative activity, control must pro- 
vide for thorough knowledge and strict application of the party's decisions 

and the laws of the land, and it mst contribute to exemplary performance of the 
tasks cof economic and social development, to strengthened plan discipline and 
sense of responsibility in management of the resources entrusted by society, to 
protection of the integrity of socialist property and to prevention of its vio- 
lation. Control mist help to improve the work of the state and cooperative or- 
gans, to involve the mass of workers in social management, to detect and elimi- 
nate the causes of defects and violations, and to enhance the effectiveness of 
all activities. The scope of control is unlimited, including all political, so- 
cial and economic activities and all members of society regardless of their po- 
sition and function in the social division of labor. 


In the view of the RCP and its leadership control is no thing apart nor any end 
in itself. Its reason for being is to contribute effectively to the solution of 
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the problems that arise, to precise implementation of the tasks, and to general 
improvement of the working methods and approach. Therefore some of the best po- 
litically and professionally trained people must be recruited for control work 
who can discern the essentials, detect the trends that are forming, and also make 
an active contribution to analysis of the causes of situations as well as the 
solution of the problems, to elimination of the defects, and to the adoption of 
measures that will make it impossible for other defects of the same kind to 

arise in the future. 


In the RCP's view control has a vital part to play in management on the macro- 
economic and microeconomic levels and it should be a constant priority concern 
of the party organs and organizations and manarement personnel on all levels. 

The RCP also points out that the work of the special control staff cannot re- 
place control by the management. In other words control is a management func- 
tion, and the control staff is an aid to exercising it. Control is one of the 
ways of making management scientific, while also helping to detect new reserves 
for accelerating the process of economic growth. The party accordingly regards 
control as a manifestation of its leadership in all economic and social activity. 


The RCP Program for Building the Fully Developed Socialist Society and for Roma- 
nia's Advance Toward Commnism itself states the fact that "Proper organization 
of control on all levels and in all sectors of society is an important aspect of 
purposeful, planned manager: “t of socioeconomic activity and all political af- 
fairs. Society mist know at any time how its material and financial resources 
are being managed, how the workers collectives and manarers are performing their 
tasks, and how the party's decisions are being implemented and the laws of the 
land applied in all activities." 


It is in this spirit that the implementation of the provisions of the Unified 
National Plan for Socioeconomic Development and the approved programs and de- 
cisions is regularly examined in the RCP's collective organs in all units, while 
the personnel with responsible jobs submit reports on the way the assigned tasks 
have been implemented. On this basis, plans for thoroughly substantiated mea- 
sures are drafted, any defects are eliminated, and activity is improved in order 
to carry out party policy. To the same end and with maximum effectiveness the 
higher party administration makes working visits and analyses directly on the 
spot in counties and economic units and frequently confers with the party and 
state activists or with the specialists in various activities. 


Lending control a truly democratic character clearly makes it possible in Roma- 
nia's socialist economy for all problems subject to control to be approached 
from positions of the general interests of society and accordingly in an objec- 
tive and completely principled way that lends this activity a highly construc- 
tive character that is reflected both in the greater efficiency of operations 
in the periods after control and in the timely prevention of violations. 


But to be really effective control must be regular and organized, and its 
proposed objectives mst not only reflect certain temporary requirements in the 
nature of campaigns but also include essential, long-range economic and social 
problems, on the basis of careful examination of the facts. In this way, con- 
trol will help to carry out the major objectives set by the party and state ad- 
ministrations. To be sure in the course of making and implementing the 
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decisions there can be certain errors that must be promptly detected and reme- 
died, and those responsible for them mst suffer the consequences, But it would 
be a mistake to thin’ that the role of control is confined to that. The main 
content of control, as a definitive characteristic for its effectiveness, must 
be first of all accurate, in-depth knowledge and analysis of the results obtain- 
ed, determination of the reasons for them, and adoption of specific measures, if 
appropriate, to improve the situation. In the last analysis control work mst 
not be limited to routine bureaucratic checks and determination of general mea- 
sures that cannot remedy the defects found in any instance but, what is more se- 
rious, can lead to their perpetuation. Therefore those who exercise control, 
whether managers or control organs properly speaking, mist be very familiar with 
the legislation in force, mst have a thorough professional training and job ex- 
perience, and mst show objectivity, principles, high standards, and especially 
a profound understanding of the conception on which the party and state policy 
is based. As Nicolae Ceausescu state clearly and concisely in 197, "We need 
control, but a control that is qualified in all respects and will not stop at 
making findings and then reporting them to the higher organs or the Central Com 
mittee. We need a control that will take steps in units for the real and promt 
solution of the problems, and where there are abuses and legal violations con- 
trol mst take steps, including sanctioning the guilty parties." (2) That is 
the only way control can be a really efficient means of telling society how the 
national wealth is being managed, and how the goals of economic and social de- 
velopment set by the party and povernment are being attained. 





Statistics are a maior means of scientific management of economic and social ac- 
tivities on all organizational levels of the economy. The provide the data need- 
ed to determine the socioeconomic phenomena and processes, to promptly check and 
control fulfillment of the Unified National Plan as a whole and according to 
sectors, departments and regions, to substantiate the predictions and forecasts, 
the five-year and annual draft plans and the special programs, and to inform the 
public of the results obtained in implementing party and state policy. In this 
way statistics provide, through particular research methods, knowledge of the 
level, structure and evolution of the phenomena and processes going on in socie- 
ty and of the causes and factors that determine them, and they are an active help 
in improving activity in all socioeconomic sectors, in implementing workers 
self-manarement and economic-financial self-administration, and in carrying out 
the RCP Program for Building the Fully Developed Socialist Society and for Roma- 
nia's Advance Toward Communism. 


In view of its role and socioeconomic functions, the Main Directorate of Statis- 
tics, a scientific institution, is the main state body in Romania with the task 
of promptly and accurately informing the higher administration about the socio- 
economic in Romania. Because of this highly important responsibility 
the DCS Frain Directorate of Statistics/ was placed under the State Council of 
Romania. 


The DCS and its regional organs accordingly have the heavy responsibility of en- 
suring the accuracy of the data on state plan fulfillment, which data are obtain- 
ed through extensive cooperation both with the ministries and other central or- 
gans, people's councils and industrial centrals and with the socioeconomic units 
under them. 
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In order to provide the central and local party and state organs with true and 
accurate information by collecting, processing and analyzing the data from the 
units reporting statistical data, the main purpose of the statistical staff's 
control work was to check the accuracy of the data entered in the statistical 
reports by the reporting units. Specialists from the financial-banking organs 
and other county organs for economic correlation were gradually and increasingly 
enlisted in these control actions, especially by the county directorates of sta- 
tistics. 


In addition to the basic units, the accuracy of the statistical data was also 
controlled by the industrial centrals and ministries, thus effecting a rising 
flow of control through levels. After control by some basic units, control was 
exercised by the higher echelons in order to obtain enough information to char- 
acterize the quality of the data as a whole. 


The controls exercised by the DCS and its regional organs at industrial, agricul- 
tural, construction, transportation and trade enterprises and also in other so- 
cioeconomic activities showed that most of the units checked are computing and 
reporting the statistical data correctly. Sut in the first months of 198) some 
units showed serious deviations from the legal standards for exact reporting of 
plan fulfillment in some indicators, such as: 


Industrial commodity output: The Borzesti-Racau Power Plant Enterprise (MEF 
[Ministry of Electric Power/) reported plus 12,829,000 lei in February. The Ro- 
man Pipes Enterprise (MIM /Ministry of the Metallurgical Industry/) reported 
plus 11,112,000 lei in Jarmary, and the Galati Iron and Steel Combine (MIM) re- 
ported minus 21,730,000 lei in February. The Pitesti Passenger Car Central 
(MICM /Ministry of the Machine Building Industry/) reported plus 99,803,000 in 
the 1 January-29 February period. The B3raila Trust for General Contracts for 
Industrial Constructions and Installations (MCI stry of Industrial Con- 
struction/) reported minus 2,833,000 lei in the first quarter. The St Gheorghe- 
Covasna Processing Combine (MILMC stry of the Wood Industry and Con- 
struction Materials/) reported plus 10,119,000 lei in the first quarter. The 
Husi Footwear Enterprise (MIU stry of Light Industry/) reported minus 
6,494,000 lei for 1983. The Covasna Alcohol Enterprise in the first quar- 
ter, the Bacau Combined_Fodders Enterprise in January, and the Arges IAS /State 
Agricultural Enterprise/ Trust in the first quarter (all under MAIA /Ministry of 
Agriculture and the Food Industry/) reported plus 11,491,000 lei, minus 3,235,000 
lei and plus 8,825,000 lei respectively. 


Net Industrial Output: The Galati Iron and Steel Combine (MIM) reported minus 
21,730,000 lei for the 1 January-29 February period. The Rimnicu Vilcea Hydrau- 
lic Equipment Enterprise (MIMUEE stry of the Machine Tool Industry, Electri- 
cal Equipment and Electronics/) reported minus 2,232,000 lei for 1983, and the 
Vaslui Enterprise for Measurement and Control Devices (MIMUEE) reported plus 
2,447,000 lei in January. 


Construction-Installation Output: The Constanta and Sraila trusts for general 


contracts for industrial constructions (MCI) reported minus 6,913,000 lei and 
minus 6,052,000 lei respectively in the first quarter. 
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Total exports: The Industrial-=xportirport Foreign Trade Enterprises (ICM) re- 
ported plus 1);,1:27,000 lei in January and plus 87,780,000 lei in the 1 January- 
29 February period. Mecanoexport reported plus 110,950,000 lei in January 

and plus 201,390,000 lei in the 1 January-29 February period. Romenergo report- 
ed plus 27,983,000 lei in January and plus 51,906,000 lei in the 1 January-29 
February period. The Danubiana Foreign Trade Enterprise (MIC /Ministry of the 
Chemical Industry/) and the Savinesti Synthetic Fibers Combine (MIC) reported 
plus 60,235,000 lei and plus 134,802,000 lei respectively in January and plus 
4,720,000 lei and plus 26,635,000 lei respectively in the 1 January-29 February 
period. 


Total investments: The Bucharest Enerrpoconstructia Trust (MEE) reported plus 
5,717,000 lei in January. The Piatra Neart Power Plant Interprise (MEE) report- 
ed plus 4,170,000 lei in February. The Sorzesti-Bacau, Cluj and Rovinari power 
plant enterprises (MEE) reported plus 2,108,000 lei, minus 2,153,000 lei and 
plus 1,84,000 lei respectively in the 1 January-29 February period. The Tur- 
ceni Power Plant Enterprise (MEE) and the Drobeta-Turnv Severin Power Plant En- 
terprise (MEE) reported plus 8,873,000 lei and plus 13,°84,000 lei respectively 
in the first quarter. The Rosia Poieni-Abrud Copper Mining Combine (Ministry of 
Mines) reported minus 15,104,000 lei in the first quarter. The Tirgu ures 
Drilling Field (MP /Ministry of Petroleun/) reported plus 14,957,000 lei in Ja- 
nuary. The Sucharest Central for Me zing Industrial Construction (MCI) re- 
ported minus 94,229,000 lei in March. The Draranesti-0lt Enterprise for Indus- 
trial Processing of Sugar Reets (MATA) reported minus 5.2 million lei, 

and the Floresti-Cluj Poultry fnterprise (MATA) reported minus 7,206,000 lei 

for the first quarter and for 1983 respectively. 


Fixed assets placed in operation: The Cluj Power Plant Enterprise (MEE) report- 
ed plus 126,125,000 lei in the 1 January-29 February period. The Tirgu Mures 
Drilling Field (MP) reported plus 1,957,000 lei in January. The Bucharest Cen- 
tral for Mechanizing Industrial Construction (MCI) reported minus 8,710,000 lei 
in March, And the Apahida-Cluj IAS (MAIA) reported plus 2,125,000 lei in the 

1 January-29 February period. 


Erroneous reporting of data was also found in other units and in the indicators 
of circulation of goods, technical-material supply, labor and remuneration and 
other activities. 


Most of the errors in reporting were due to superficial work, ignorance of the 
standards for reporting on the part of the workers compiling the statistical re- 
ports and, it must be added, deliberate distortion of the facts in fewer cases 

as well as insufficient attention paid to the statistical information system by 
some unit maragers. But the serious violations found in some units also clearly 
indicate lack of receptiveness on the part of the supervisory orrans (industrial 
centrals, ministries and people's councils), who do not take consistent or prorpt 
action to correct the data and to prevent distortion of the facts about prorress 
in plan fulfillment. 


Accordingly, while duly appreciating the good results obtained bv most units, it 
is necessary to put a complete stop to the bad situations in some enterprises, 

industrial centrals and ministries and in their manarements who, instead of mak- 
ing a highly responsible effort to carry out the plan provisions accurately, have 
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made a habit of reporting erroneous data and distorting the facts. As Nicolae 
Ceausescu said at the Plenum of the National Council of Workers in "ndustry, 
Construction, Transportation, Circulation of Goods and Finance of 4-5 May 195k, 
"Trying to misrepresent the activity by inflating the value firures while short- 
ing physical production is swindling the working class. It is time to put a stop 
to such practices once and for alli" 


In accordance with Nicolae Ceausescu's directions and euidelines, where violati- 
ons are found immediate steps must be taken to enforce the law, correct the er- 
roneous data at once, penalize those responsible for the violations, and secure 
absolutely correct reporting of the data by all units. 


In the same spirit of responsibility for the accuracy of the data reported for 
the party and state administrations' information, statistical reports should al- 
ways be signed by the head of the reporting unit, by the minister on the minis- 
try level, by the general director on the central level, and by the director on 
the enterprise level, in compliance with the legislation in force. 


But responsibility for the accuracy of the reported data demands of every mana- 
ger a sustained effort and specific measures alongside production activity to 
introduce and keep up to date, in conformity with the regulations in force, a 
Clear record of the results for the whole information flow and on all levels, 
starting at the points where the phenomena occur and where material production 


berins. 


That is the only way to make sure that the DCS will impeccably perform, with the 
cooperation of the ministries, industrial centrals, people's councils and socio- 
economic units, its vital task of knowing the prorress of plan fulfillment at 
any moment, either directly or via the records and statistical reports, and of 
making the necessary information available to the party and state administra- 
tions. Sut the DCS also has the task and obligation to regularly control the 
statistical work of ministries, other central organs, people's councils and all 
socialist units as well as the accuracy of the data they report. 





Tt is clear that the statistical staff has made a rerular effort to control the 
accuracy of the data entered in the statistical reports, along with special me- 
thodological guidance on the subjects of records and statistics. ut that is 
not enough. Statistics is a dynamic science, presenting phenomena and proces- 
ses in a constant state of change. Accordingly the statisticians and economists 
must be inspired with a constant dynamism, objectivity and high standards. They 
must accept no kind of deviation from statistical discipline or the leral regu- 
lations in force. 


It mist be said that the statistical staff has not always been strict or firm 
enough with enterprises, industrial centrals and ministries guilty of violating 
the standards for calculating and reporting statistical data, or in some cases 
the penalties have not been commensurate with the eravity of the violations. 
Moreover the central and regional statistical staffs have not notified the super- 
visory authorities of the units in question, the hirher party or rerional orrans, 
or the organs of criminal investigation promptly enough upon finding serious vi- 
Olations of statistical discipline. ut indulgence is very hazardous for a sta- 
tistician, and the state statistical staffs, the D°S and WS's /County Directo- 
rate of Statistics/, are not permitted to err in their information and therefore 
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they mst act with the greatest strictness upon violations found on the levels 
of ministries, centrals, enterprises and all units reporting statistical data. 


At the Plenum of the National Council of Workers in Industry, Construction, 
Transportation, Circulation of Goods and Finance that was held this year Nicolae 
Ceausescu severely criticized distortion of the economic facts by some enterpri- 
ses, industrial centrals and ministries, especially those concerning some indica- 
tors of plan fulfillment, pointing out the danger of such behavior to decision 
making in the process of Romania's sociceconomic development. In the light of 
the criticisms made on that occasion, the Manapement Council of the DCS and the 
Party Committee reviewed the good results of the previous years as well as the 
defects that have appeared in progress. They discussed and analyzed the work 
done by the central and regional staffs in controlling the accuracy of the data 
reported by units and determined the courses of action to perform this activity 
in keeping with the current requirements. 


Now an extensive program has been instituted to control in the units the accura- 
cy of the statistical data they report, with stricter enforcement of the legal 
provisions in the units where violations are found and notification of the or- 
gans of criminal investigation in cases that require it. 


Moreover notices have been and are still being sent to the administrations of 
the ministries and people's councils, including that of Bucharest municipality, 
concerning violations found in reporting of data on some indicators of plan ful- 
fillment on the part of units under then. 


The defects in the statistical work of checking fulfillment of the Unified Nati- 
onal Plan for Socioeconomic Development, especially on the levels of enterprises, 
industrial centrals and ministries make it necessary for the entire statistical 
staff to keep up the effort of guidance and control over the accuracy of the sta- 
tistical data basic to the information of the party and state administrations. 
It is also necessary to expand the effort to improve the professional training 
of the personnel charged with calculating and reporting the statistical data so 
that they will know and strictly observe the methodologies in effect and the 
units' technical-operational records, which are basic to statistical reporting. 
These efforts have to be reinforced with strict discipline on all levels, of 
course, concerning the accuracy of the data in the statistical reports. 


In order to obtain true information throughout the whole statistical information 
system, control is and must remain henceforth a repository and transmitter of 
experience and generalization of the methods that have proved effective. Accord- 
ingly more efficient internal control (One might call it self-control) on the 
part of the ministries, industrial centrals and enterprises requires of their 
collective management organs more attention to control of the staffs under them 
and increasingly high standards for their performance and their political and 
professional training, as well as more receptiveness to the problems noted and 
promptness and complete correctness in reporting the data. 


The firmest action mist be taken to remedy the defects that have appeared rapid- 
ly and to bring the entire activity up to the standards set by the party and its 
secretary general Nicolae Ceausescu. 
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PERFECTION OF AUTOMATION IN CHEMICAL INDUSTRY 
Bucharest REVISTA DE CHIMIE in Romanian Oct 84 pp 877-880 


{Article by Prof Dr Fugeniu Niculescu-Mizil, Bucharest Computer Center of the 
Chemical Industry: “Forty Years of Improvement in Automation in the Chemical 
Industry, at the Height of Development” ] 


[Text] The rapid development of the chemical industry in 
the last 40 years, in close interdependence with the in- 
provement in the systems for supervision and automatic con- 
trol of chemical technological processes, is pointed out, 
examining the stages of the improvement in automation and 
their importance in the growth of the reliability and effi- 
ciency of the installations and technologies. The improve- 
ments that the revolutionary progress in the field of elec- 
tronics and automation will bring in the future to automatic 
control of the installations in the chemical industry are 
also presented. 


In the 40 years that have passed since the attainment of the great event of 
epochal importance in the Romanian people's life and struggle--the antifascist 
and anti-imperialist revolution for national and social liberation--the chenmi- 
cal industry, as a branch bearing scientific, technical, technological, eco- 
nomic and social progress, has undergone rapid, unprecedented development. 


In comparison with 1950, chemical production was 113 times higher in 1975 and 
197 times higher in 1980 and will be about 321 times higher in 1985. In these 
years, highly important subbranches have been developed, such as the indus- 
tries of oil refining and petrochemistry, of chemical fertilizers and pesti- 
cides, of sodium-chloride products, of drugs, cosmetics, dyes, detergents, 
lacquers and paints, of chemical threads and fibers, of rubber and plastic 
processing and so on, based on the peak techniques and technologies that the 
science of chemical engineering knows on a world level. 


This impressive progress is due to the continual and constant support provided 
by the party. In the party's program adopted at the llth RCP Congress, it 
says that in the decades that follow, too, “strong development will be experi- 
enced by the chemical industry, which will provide for the higher utilization 
of resources of domestic raw materials and the achievement of a wide range of 








chemical products that fully meet the needs of all branches of industry and 
the national economy” (1), and in the report presented to the 12th congress, 
the secretary general of the party, Comrade Nicolae Ceausescu, said that “the 
chemical industry will have an annual rate of development of nearly 10 per- 
cent, it being oriented more decisively toward the higher utilization of raw 
material and energy. While keeping the quantity of crude oil subjected to 
processing at the level in 1980, we will substantially raise the degree of 
chemicalization...” (2). 


In the 1986-1990 5-year period, as follows from the draft of the directives of 
the 13th Congress of the Romanian Communist Party, chemistry will be in first 
place in terms of percentage in Romanian industry. It will be developed at an 
average annual rate of 8.5-9.0 percent, it being among the most dynamic 
branches in the national economy. “The special programs for 25 groups of 
products and the program for scientific development and the expansion of tech- 
nical progress for the 1986-1990 period, drawn up under the direct guidance of 
Comrade Acad Dr Eng Elena Ceausescu, occupied a prominent place in the propos- 
als for the long-term development of the chemical industry” (3). 


The high average annual rate of growth of the chemical industry in the 1986- 
1990 period is “especially significant because the development occurs under 
the conditions of the progressive transition from heavy chemistry to fine-syn- 
thesis chemistry, of changes in the structure of the chemical industry accord- 
ing to subbranches in t’re sense of the priority growth of the fields that pro- 
vide for the higher utilization of raw materials, along with the reduction of 
energy-intensive products” (3). 


This quantitative and qualitative development of the chemical industry has 
been and will be accompanied by continual activity to improve the systems for 
automatic control of technological processes and installations and for auto- 
matic processing of the data needed for the very complex decisionmaking pro- 
cesses in this branch, which, by its essence, achieves its products under spe- 
cial conditions of risks (of fire, explosion and toxic harm), risks that must 
be eliminated precisely through the greater reliability and dependability of 
the automatic control systems, which, implicitly, also determine the growth of 
the reliability and efficiency of the whole technological system. 


In the 40 years of continual development, Romanian industrial chemistry has 
had three big phases of automation: 


Automation with apparatus for recording and local analyzers, for local automa- 
tic control, and for remote automatic control (a central panel); 


Control by computer in an off-line and on-line mode; 


Control with “systems with microprocessors, with artificial intelligence” and 
with robots, as follows: 


a. “Automatic control of the production process, the keeping of the evolution 


of parameters within the defined limits, parameters that can otherwise have a 
random evolution, constitutes essentially an achievement of the 20th century. 
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“The utilization, first, of local regulators and then, after the ‘30's, of the 
pneumatic signal and regulator constituted the essential praxeological element 
in the development of cybernetics as basic theory and practice of control of 
the technological processes. 


“The rapid development of the chemical industry that followed World War II re- 
quired control of the technological processes from control rooms, demonstrat- 
ing the advantages of the integrated operation of installations and of the 
grovth in labor productivity obtained by means of this conception in the auto- 
mation of processes. During the sixth decade, the technical conception of the 
automation of industrial processes attained its apex of development. 


“...-The designing of chemical installations with apparatus for automation and 
local control permitted control of the processes from local control consoles 
located near the apparatus under the direct observation of the operator, free- 
ing him from the necessity of making trips along complicated routes, often at 
different levels of height, in order to go from one measurement or control de- 
vice to another. 


“By concentrating the instructions in a single place, periodic control of the 
parameters with greater frequency became possible and in that way the possi- 
bilities of deviation of the process beyond the limits of the prescribed tech- 
nological parameters decreased. 


“The concentration of the information from the whole installation in specially 
setup control rooms permitted the operator to coordinate the states of opera- 
tion of the equipment by correlating the main technological parameters of the 
various pieces of equipment on the baris of a conceptual model of the instal- 
lation, which was formed by the operator, helped by the presence of the mne- 
monic diagram on the control panel” (4). 


In the Romanian chemical industry, remote control of technological processes, 
by means of the central panel, which was introduced at the start of the ‘60's, 
is now widespread. The first automatic control panels were installed starting 
with the first Romanian cities of chemistry, the chemical platform and the 
rubber factory within the present Borzesti Petrochemical Combine, the Thread 
and Fiber Combine in Savinesti and later at those of the petrochemical com- 
bines in Brazi and Pitesti, those for soda in Ocna Muresuluil and Govora, for 
rubber and plastic processing in Bucharest, Jilava, Pitesti and so on. 


b. “The growth of the degree of equipping of the installations with automa- 
tion and control apparatus, along with the growth of the size and complexity 
of the installations, caused the growth of the control rooms to costly dimen- 
sions, as in the case of the refineries and petrochemical installations, de- 
spite the miniaturization and compaction of the measurement and control appa- 
ratus to the point of eliminating the synoptic diagrams. 


“The introduction of process computers into control of technological processes 
has solved many of the coordination problems raised by the installations” (4). 








The history of control of technological processes with computers and of auto- 
matic data processing in the chemical industry began with the steps taken by 
the party along the line of introducing computers and data processing into all 
fields of economic and social activity. Thus, in the light of the tasks set 
by the national conference in 1967, by the 10th Congress of the Romanian Con- 
munist Party regarding “the wide promotion of technical progress in the na- 
tional economy, the expansion of advanced technological processes, the intro- 
duction of computer technology into production and administration...,” by the 
Program Regarding the Improvement of the Economic and Social Information Sys- 
tem, the Introduction of Systems for Management with Means of Automatic Data 
Processing and for Equipping the National Economy with Computer Technology in 
“se 1971-1980 Period, adopted in the session of the Political Executive Conm- 
“attee of the RCP Central Committee on 5 October 1971, and by the Decision of 
the RCP Central Committee in April 1972, adopted for the same purpose, by De- 
cree No 499/1973 and by other party and state documents, data processing in 
the chemical industry, bearing, of necessity, the branch's specific technical, 
technological, economic, organizational and social imprints, “has been devel- 
oped in three main directions (for engineering, for control of technological 
processes and for general management--or administration), as a cybernetic sys- 
tem hierarchized on three levels: data processing for managing the branch, 
for managing the centrals and for managing the enterprises” (5). 


In the field of control of technological processes, “the lack of a cybernetic 
study of the workplace and the existence of two concurrent (and not congruent) 
information channels for the operator, in the form of control panels main- 
tained with all the apparatus needed in the case of failure of the computer 
system, on the one hand, and the computer's information elements, on the other 
hand, had as an effect the reduction of the efficiency of the information due 
to the appearance of noise associated with the redundancy thus created. 


“The designing of the control rooms, as a result of utilizing exclusively to 
run the installations the peripheral equipment, the digital systems for con- 
trolling the processes, achieves the resolution of the conflict situations 
produced in the decisionmaking states of the process operator by the presence 
of data from different sources of information, along with the reduction of the 
control rooms to technically and economically reasonable dimensions. 


“The studies made in this regard by the Computer Center of the Chemical Indus- 
try are in an advanced stage of finalization, leading to the formulation of a 
conception based on the peripheral equipment of the computers under Romanian 
production” (4). 


At present, in all subbranches of the chenical industry, computers--of Roma~- 
nian make in the overwhelming majority--are running, with more simple or more 
complex functions, very complicated technological installations and processes, 
such as those for pyrolysis (ethylene), polyethylene, acrylonitrile, chemical 
threads and fibers (polycondensed esters and lactam), soda, ammonia, rubber 
processing, plastic processing, aluminum and so on. In 1975, a single instal- 
lation was run by computer, but at the end of the current 5-year period, com- 
puters will run between 40-50 installations in the above-mentioned areas. The 
technical, technological and economic efficiency of controlling technological 
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processes by computer is high. But it is spectacular when the process is con- 
trolled in a closed loop, with the electronic system working out and directly 
transmitting the commands on the basis of continual analysis of its state pa- 
rameters and the optimal control programs (through this, a 20-percent rise in 
production capacity and production, a S-percent drop in energy, heat and elec- 
tricity consumption, and perfect reproductivity of the qualitative parameters 
of the product, from charge to charge, have been obtained in the polycordensa- 
tion of esters at the Iasi Synthetic Fiber Combine, and through direct control 
of the aluminum-electrolysis processes with computers in Slatina, savings of 
200-300 kilowatt-hours per ton of aluminum have been obtained, and so on). At 
present, we are concerned with improving automation by conmpuier, closing the 
control loops in as many of the systems in operation as possible. 


c. “After 1965, the utilization of apparatus for measuring quality during 
flow and of process computers permitted the transition to the next stage of 
industrial automation, namely to cybernation of technological processes on the 
basis of advanced control algorithnas. 


“The rapid evolution of industrial analyzers as a result of the improvement in 
them and the improvements made for securing operation in the industrial envi- 
ronment is also connected at the same time with the evolution of the use of 
process computers, equipment capable of employing in real time the complex 
information obtained with the help of these analyzers. Recently, in view of 
the big drop in the price of computer units, the majority of these analyzers 
have process microcomputers incorporated, permitting them to be utilized rela- 
tively independently of the computers controlling the processes” (4). 


Microprocessors in the Romanian chemical industry constitute a relatively re- 
cent improvement in automation. Microprocessors, a consequence of very large- 
scale integration of electronic components, concentrate a very big memory and 
control capacity in a tiny space, which permits the practicing of highly tech- 
nical automatic control in a distributed system, as we have seen. Practically 
any area of any industrial, chemical or petrochemical process or installation 
can be monitored and controlled with microprocessors. At present, petrocheni- 
cal installations (platform III at the Midia Petrochexical Combine) and the 
installation for furfural (at the Brazi Petrochemical Combine) and for syn- 
thetic threads and fibers (at the Cimpulung-Muscel Synthetic Thread and Fiber 
Combine) and aluminum electrolysis (at the Slatina Aluminum Enterprise) are 
run and the oxoalcohol installation in Rimnicu-Vilcea has been run with micro- 
processors or with computer systems that they contain. Such automatic control 
systems are in the process of being installed at the Rimnicu-Vilcea PVC [poly- 
vinyl chloride] installation, at the HP [expansion unknown] platform of the 
Borzesti Petrochemical Combine, at the Vaslui Synthetic Thread and Fiber Com- 
bine, at the Midia Petrochemical Combine and at the energy dispatcher and the 
ammonia installation of the Craiova Chemical Fertilizer Combine. 


The improvement of automation with microprocessors is in the process of being 
planned for alumina (the enterprises in Tulcea and Oradea), for the dispatcher 
of utilities at the “Solventul” Petrochemical Combine, for the Moinesti TFE 
[expansion unknown] degasolination installation and for the dispatcher of 
production and utilities at the Slobozia Chemical Fertilizer Combine. 
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The preferential fields for the introduction of industrial robots are places 
with difficult working conditions and a toxic chemical environment, technolog- 
ical operations in areas or installations with poisonous concentrations, high 
temperatures or extreme physical and mental effort, foundries, and disassembly 
and assembly where there are repetitive movements that are boring, tiring in 
some cases for man, or harmful. 


At present, in the chemical industry, robotics is at its beginnings (a robot 
installation is used for automatic design in the Computer Center of the Cheni- 
cal Industry and an industr’al robot is used for the spinning-frame rings at 
Savinesti “Rifil™). 


The possibility and necessity of implementing manipulators and robots arise in 
a number of subbranches of the chemical industry, especially in the sectors of 
processing of plastic materials, tires, rubber technical articles, condition- 

ing and packaging of drugs, cosmetics, lacquers and paints, packaging of fer- 

tilizer, carbon black and inorganic products, in the alwninum and nonferrous- 

metal industry and so on (6). 


Beginning with 198’, at least 100 such automated systems will be introduced, 
especially in the above-mentioned sectors. 


The long-term program for the introduction of manipulators and robots into the 
chemical industry proposes that 50 percent of the growth in labor productivity 
in its processing branch in 1985 is to be achieved on this basis. 


We present a few of the fields in which robotization will be developed in the 
near future. 


I. In the Petrochemical Industry 

1. In the bagging and handling of carbon black. 

2. In the bagging and handling of phthalic anhydride. 
Il. In the Fertilizer Industry 


1. In the bagging and handling of nitrogenous fertilizer, superphosphates and 
urea. 


The anticipated effects are connected with the removal of man from areas with 
noxiousness, the growth of productivity and the reduction of losses. 


Ill. Im the Aluminum Industry 

1. The cleaning of slag from furnaces in foundries by robots leads to the 
elimination of difficult working conditions, the reduction of metal losses in 
slag by about 80 percent and the improvement of metal quality. 


2. Through the changing of the anodes for electrolysis by robots, it would be 
possible to obtain the elimination of physical effort, the removal of workers 
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from the area of harmful emanations, and the raising of the degree of preci- 
sion in arranging the anodes in a plane. 


3. The demolition of electrolysis tanks by robots in the execution of capital 
repairs eliminates physical effort, eliminates the exposure of the workers who 
perform this operation to harmful emanciions and raises the labor productivity 
in this kind of work by about 60 percent, as a first estimate. 


4. The welding of the small bimetallic plates on the rods with a four-legged 
stand by robots would ensure strict compliance with the weldirg technology, 
which would reduce the electrical resistance of the respective path by about 
40 megavolts (about 40 million kilowatt-hours per year). 


IV. Im the Industry of Cupper and Rare-Metal Refining 
The introduction of industrial robots seens possible for: 
1. The changing of the anodes in copper, silver and gold refining. 


2. The packaging and bagging of metallic powder, especially copper (where the 
level of the noxae in suspension is far above the CMA [expansion unknown]). 


3. The manufacture of small plates of metallic carbides ("“widia™ and such), 

where the new technology for making the plates can be applied only under the 

conditions of robotization and of remote monitoring of the process by closed- 
circuit television. 


4. The loading of furnaces for alloys (bronzes). 
5. The casting and finishing of ingots of precious metals. 


The reasons for such applications consist of the removal of the human opera- 
tors from the toxic environment, the growth of labor productivity and the 
protection of the integrity of big material values. 


The study on the introduction of robots into other subbranches as well is in 
full swing. 


The improvement of the systems for automatic control of chemical technological 
processes, along with the development and modernization of them and the rais- 
ing of their efficiency, has constituted and constitutes an integral part of 
the party's and state's consistent policy of stimulating scientific and tech- 
nical progress and introducing its gains into all fields of social life and 
activity. 
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EFFORTS TO ACHIEVE INTENSIVE AGRICULTURAL DEVELOPMENT 
Bucharest REVISTA ECONOMICA in Romanian 16, 23 Nov 84 


[Articles by lon Ceausescu, minister state secretary, first deputy chairman 
of State Planning Committee: "The 13th Party Congress: Accomplishments and 
Prospects in Creation of Intensive Agriculture in Romania"] 


[No 46, 16 Nov 84 pp 14-16] 


[Text] On the threshold of the 13th Congress of the PCR [Romanian Commun- 
ist Party], socialist agriculture has remarkable results to its credit, 
owing to the consistent policy of our party of orienting the development of 
this fundamental sector of the national economy in the direction of inten- 
sification and modernization, toward creation of high-yield agriculture 
satisfying the needs of the national economy to an ever greater extent. 

In defining the role of agriculture in economic and social development, the 
secretary general of the party stressed at the 9th Congress that without 
intensive, modern, high-output agriculture based on the latest accomplish- 
ments of science it is not possible to ensure fashioning of a comprehen- 
sively developed socialist society and building of communism in Romania. 


The agricultural development concept embodied in the party program for 
fashioning a comprehensively developed socialist society and advancing Ro- 
mania along the way toward communism, which has been the foundation of all 
practical activities in all stages of development of socialist agriculture, 
represents a sphere of broad innovative significance in the rich storehouse 
of sociopolitical thought of Comrade Nicolae Ceausescu. 


The way of intensive development chosen by the party has been proven 
correct by the accomplishments of our agriculture, especially since the 9th 
Congress of the PCR, it being the only alternative which meets the consump- 
tion requirements of the people and at the same time stimulating a number 
of sectors of the economy upstream or downstream from agriculture to create 
significant sources of foreign exchange for meeting other needs of the 
national economy. 


Intensification Through Modernization 
One of the predominant traits of the process of agricultural intensifica- 


tion has been the modernization of agriculture through rapid and comprehen- 
sive practical application of modern scientific and technical progress, 
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by increasing the fertility of the soil and its production capacity, in- 
troducing modern soil cultivation technologies and applying them on a large 
scale, mechanizing production processes, making diversified use of chemi- 
cal products, and increasing the biological potential of crops and live- 
stock, along with improvement in the skill level and efficient utilization 
of manpower. 


At the direction of the party leadership there has been substantial in- 
crease in the volume of investments allocated to agriculture, for devel- 
opment and modernization of the equipment and material resources of crop 
and livestock production, completion of land improvement projects, increase 
in the degree of mechanization of agricultural operations, construction of 
facilities for warehousing of output, and so forth. 


Agricultural output has grown continuously as a result of these trends, be- 
ing twice as high in 1983 as in 1965, as is shown by the data in Table 1. 


Table 1. Development of Agricultural Output, 1965-1983, in Percent (1961- 





1965 = 100) 
1966- 1971- 1976- 1981- 
Item 19701975 19801983 
Total agricultural output 123.5 155.1 196.4 204.1 
Including: 
Crop production 121.6 146.8 175.4 178.9 
Livestock production 126.5 169.0 230.7 245.0 


At the same time, qualitative changes have taken place in the structure of 
aggregate output, as a result of increase in the share of livestock produc- 
tion in total agricultural output, this being an essential characteristic 
of modern, intensive agriculture. 


The land, the chief means of production in agriculture, has become a state 
problem, a problem of the entire people. The pavty has always devoted at- 
tention to increase in the amount of farm land and rational management, 
improvement, and use of land, since in the view of Comrade Nicolae Ceau- 
sescu land is the most valuable national asset of our people, a basic fac~- 
tor in achieving superior agricultural production, and accordingly increas- 
ingly efficient satisfaction of needs for agricultural food products. 


Over the last 30 years the farm land of Romania has increased by about 1.2 
million hectares, including 550,000 hectares of arable land. At the same 
time, the farmland structure has been modified to ensure better land use. 
In particular, the area covered by vineyards and orchards has been in- 
creased, from 396,000 hectares in 1950 to 651,000 hectares in 1983. 


To increase the fertility and production capacity of the soil, the March 
1970 plenum of the PCR central committee adopted a national program for 
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sound water resource management and extension of irrigation, embankment, 
drainage, and soil erosion control projects. Attainment of the goals of 
this program led by the end of 1983 to development for irrigation of an 
area of 2.657 million hectares (as against 222,000 hectares in 1965). The 
area drained amounted to 2.698 million hectares (as against 789,000 hec- 
tares) and soil erosion control measures were carried out over 1.855 mill- 
ion hectares (as against 250,000 hectares). At the same time, combined 
or reclamation measures were carried out over approximately 3.5 million 
hectares. 


To stress the importance attached to land reclamation projects as a prime 
factor in increasing agricultural production, on the initiative of the sec- 
retary general of the party a national program has been drawn up to en- 
sure reliable and stable agricultural production, through increase in the 
production potential of the land, better organization and unified use of 
farm land and the entire area of the country, irrigation of 55 to 60 per- 
cent of the arable land, and drainage and soil erosion control projects. 
The program was approved by the 29-30 June 1983 plenum of the PCR Central 
Committee and passed by the Grand National Assembly. This program calls 
for intensification of land reclamation projects so that the area of irri- 
gated land will reach 5.5 million hectares in 1989, the area drained nearly 
5 million hectares in 1990, and the area covered by soil erosion control 
projects 3.776 million hectares. To increase the production potential of 
the soil, the factors which have a negative influence on production will be 
altered by application of soil ameliorators to land with acid and alkaline 
soils, scarification and deep loosening operations will be carried out on 
land with compacted soils, and other agricultural soil improvement opera- 
tions will be carried out. The entire complex of measures will be based on 
pedological, agrochemical, and geotechnical studies. 


It is estimated that the production capacity of the soil can be increased 
about 50 percent on arable land, 25 percent in vineyards, and 20 percent in 
orchards exclusively as a result of carrying out the operations specified 
in the land improvement progran. 


The high harvests per unit area characteristic of intensive agriculture 
cannot be obtained without rational application of organic and mineral fer- 
tilizers. Chemical fertilizer consumption has grown at a fast pace. While 
in 1965 agriculture had available to it 266,400 tons of primary component, 
in 1983 the amount exceeded 1.4 million tons, and the amounts of organic 
fertilizer increased from 22 million tons to 30 million tons. The increase 
in the amount of chemical fertilizers administered has been accompanied by 
improvement in fertilizer structure, the ratio of the fertilizing sub- 
stances coming near the optimum level. In the future the amount of chemi- 
cal fertilizers will reach 3.5 to 4.0 million tons of primary component, 
there being 335 to 380 kilograms per hectare of arable land. Particular 
attention will be devoted to enlarging the assortment of fertilizers by 
adding new types meeting the different requirements of each crop; there 
will be an increase in the share of liquid nitrogen fertilizers and com- 
plex phosphate fertilizers. 
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Another factor in connection with which action has been consistently taken 
is represented by mechanization of agricultural operations, which is the 
basis for introduction of technical progress into agriculture. Starting in 
1965, in keeping with the guidance provided by the secretary general of the 
Romanian Communist Party, mechanization of agriculture entered a new and 
higher stage characterized by extension of the mechanization of operations 
in all sectors of agriculture, along with development of new machines and 
improvement of existing ones in keeping with the needs of modern agricul- 
tural technology. 


Mechanization of the basic operations for field crops, in vegetable grow- 
ing, fruit growing, and viticulture, in livestock raising complexes of the 
industrial type, and on privately held livestock farms has been ensured 
over the 1965-1984 period. In this context action has constantly been 
taken to add to and improve the system of machinery providing for higher 
quality of execution of agricultural operations accompanied by low fuel 
consumption, higher labor productivity, and lower costs. Development of 
the agricultural machinery industry has made it possible to outfit agricul- 
with a greater number of tractors and farm machinery within a brief period, 
so that in 1983 there was a fleet of 170,000 farm tractors (as against the 
81,350 in existence in 1965) and 53,800 grain harvesting combines (as 
against 292). There are currently 63 hectares of arable land, vineyards, 
and orchards per tractor (compared to 129 hectares in 1965). 


By the end of the next 5-year plan agriculture will have 80,000 tractors 
and a system of high-output machinery. To this end the party leadership 
has assigned the machinebuilding industry and research and development in- 
stitutes the task of turning out tractors and agricultural machinery en- 
bodying the latest achievements of science and technology. At the same 
time, scientific research has been called upon to intensify its activities 
toward obtaining and using new energy sources (the sun, wind, biomass, bio- 
gas, geothermal waters, and the heat discharged in production processes) as 
an important means of conserving conventional energy in agriculture. 


The cultivation of new varieties and hybrids has been a dynamic process, 
representing an innovative element in the technology of various crops which 
has contributed directly to increase in the average yields. Hybrid corn 
varieties and new varieties of wheat, barley, sunflower, and sugar beets of 
Romanian origin, with a yield potential much higher than that of the old va- 
rities and populations, have been brought under cultivation over the last 2 
decades. At the same time, improvement has been made in the system of pro- 
ducing seeds and planting stock, and it is planned in the future for the 
bulk of them to be represented by biologically superior elements, and es- 
pecially elite and primary seed elements. 


The development of intensive agriculture has been sustained by the consist- 
ent party and state policy of providing and making rational use of manpower 
resources in agriculture, of training agricultural specialists and employ- 
ing them as efficiently as possible. The need for ensuring thorough occu- 
pational training of all categories of workers engaged in agricultural pro- 
duction has been stressed by the secretary general of the Party, Comrade 


69 











Nicolae Ceausescu, who at the first congress of management councils of so- 
cialist agricultural units, of the entire peasantry, in April 1977, stated 
that “agriculture is becoming a high specialty requiring special knowledge, 
and we gust provide all the professional knowledge required for all persons 
who work in this sector. In doing so, we in effect create all the condi- 
tions needed for increasingly rapid progress of our agriculture.” 


The number of agricultural specialists with higher and intermediate educa- 
tion actually working in specialized units doubled over the 1965-1982 pe- 
riod, and now amounts to more than 28,700 persons with higher education and 
23,200 with intermediate education. Significant results have also been 
achieved in occupational training of members of cooperatives, and farm me- 
chanics in particular. General application of technical progress and sci- 
entific achievements in production, diversification of the types of tech- 
nologies applied in various sectors of agricultural activity, and modifica- 
tion of the entire system of organization and execution of agricultural 
operations require the training of a versatile, highly skilled and highly 
specialized farm worker; this will permit achievement of higher labor pro- 
ductivity and production of output of higher quality. 


Table 2. Evolution of Total Yields of Principal Crops, 1966-1982 (Annual 
Average in Thousands of Tons) 
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At the same time, this will ensure reduction of the differences in income 
between persons employed in agriculture and persons working in other 
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sectors of the national economy. Organic integration of education with 
production and scientific research guarantees improvement in the instruc- 
tional and educational process conducted for preparing and training skilled 
workers and agricultural specialists. 
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Key: 
1. Wheat and rye 4. Sunflower 
2. Barley/two-row barley 5. Autumn potatoes 
3. Corn and sorghum 


Over the 1965-1983 period agriculture received investments in excess of 350 
billion lei for the purpose of creation and development of equipment and 
materials resources (not counting investments upstream from agriculture). 
More than 190 million lei will be allocated during the next 5-year plan for 
development and modernization of the equipment resources of agriculture. 


Marked Increase in Yields of All Farm Crops 
The policy of intensive development of agriculture supported by the mate- 
rial and financial efforts of the state has been reflected in increase in 


the total and average yields of all farm crops, as is shown by the data in 
Table 2. 
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The average annual growth rates since the 9th Party Congress for the main 
crops (4 percent for grains, 5 percent for sugar beets, 6.1 percent for 
vegetables, 4.7 percent for grapes, and 3.7 percent for fruits), which are 
much higher than the world annual averages, demonstrate the dynamic nature 
and potential of our socialist agriculture. 


The drafc directives of the 13th Party Congress set agriculture the task of 
achieving total yields higher than those obtained up to the present, while 
striving to assure continuing development and modernization of equipment 
and materials resources, improvement in crop structure and zoning, and 
steady increase in yields per hectare. 


It is estimated that total yields considerably higher than the current ones 
will be achieved in 1990 (Table 3). 


Table 3. Total Yields of Principal Crop Products in 1990 


Average an- 








Total yield, ail- nual rate, 

Crops lions of tons 1986-1990 (2) 
Grains 0 .0-33.0 . 4.4-5.4 

Sunf lower 1.4-1.5 6.1-7.1 
Sugar beets 10.0-11.0 5.4-7.4 

Soya 0.9-1.0 11.8-13.8 
Autumn potatoes 7.5-7.8 5.4-62.2 
Field vegetables 9.0-10.0 8.6-10.0 
Fruits 3.2-3.3 6.7-7.4 
Grapes 2.4-2.5 3.2-3.4 


Reaching the production levels and the rates specified in the draft direc- 
tives will require more decisive use of all the organizational, technical, 
and economic resources available to every specialist in agricultural units. 


Utilization of climatic factors represents an important resource for in- 
creasing yields, since Romania has conditions favoring high yields of the 
farm crops characteristic of the temperate zones. At the same time, better 
knowledge of the land and of the physicochemical and biological character~- 
istics of every plot of land can represent a starting point for differen- 
tiated location of each crop, establishment of specific treatments, adap- 
tation of skeleton technologies to specific conditions, and introduction 
and general application of specific crop rotations. This will increase the 
responsibility of every worker in possession of a certain area and crop, in 
such a way as to guarantee production of the yields provided in the special 
programs approved and full provision of agricultural products for the nati- 
onal economy at the level of requirements. 


We are convinced that the project of introducing the land quality survey, 
which has been initiated and is in progress on an experimental basis in 
Teleorman District and is to be completed for the country as a whole in 
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1985, will represent the basis for scientific distribution of production 
over the country, and will make a diagnosis and establish treatment for 
every plot of land capable of economical production. Systematizaton and 
organization of the territory and registration of crop rotations vithin 
this framework will represent the chief resource for scientific management 
and organization of agricultural production. Institution of the sainten- 
ance of records on treatments and operations applied to plots and fields 
will provide the starting point for rigorous scientific establishment, 
every year and under the specific prevailing conditions, of the operations 
and their characteristics to be applied both to the soil and to the crop. 


As crop production increases and constant and rising outputs are assured, 
it will be possible to reconsider modification of the proportions of the 
land use categories and the crop structure, with the aim of locating crops 
only in areas favoring them to the maxisum, crops characterized by higher 
economic efficiency involving less live and embodied labor per unit 
product. Increase in the proportion of perennial vegetable and bean crops 
can ensure stable crop rotation in keeping with the biological requirements 
of each crop, and the soil will receive a significant contribution improv- 
ing its physiochemical properties, in the form of substantial amounts of 
synthesized nitrogen, without the consumption of conventional energy. The 
soil will also yield significant amounts of digestible protein for live- 
stock feeding. The application of crop rotation with meliorative plants 
grown with or without irrigation and crops grown on hillsides will create 
especially favorable conditions for harmonious unification of production 
sectors and will ensure a suitable balance of crop and livestock produc- 
tion. At the same time, the possibility will be created of extending in- 
tegrated pest control methods reducing the amount of pesticides required 
and at the same time diminishing the polluting effect on soil, water, and 
food by limiting the quantitites of residues of low biodegradability. 


[No 47, 23 Nov 84 pp 14-16] 


[Text] In the array of complex problems discussed at the 13th Party Con- 
gress, a separate place was assigned to the question of continuing develop- 
ment and modernization of agriculture, which in the future will continue to 
represent a basic branch of the national economy, exerting a favorable inflwu- 
ence on meeting the needs of the national economy and raising the standard 
of living of the entire people. 


As was pointed out by the secretary general of the Party, Comrade Nicolae 
Ceausescu, in the report presented at the congress, “the chief objective of 
the new agrarian revolution is intensive development of production, achieve- 
ment of record harvests, and on this basis increase in the contribution 
which agriculture makes to the general development of the country.” 


Emphasis will continue to be placed on development of the growing of 
grains, vegetables, fruits, and grapes and on livestock raising. 


Development of Livestock Raising, a Highly Important Objective 


Along with increase in crop production, development of livestock raising is 
@ question of particular concern to the Party in the array of measures 
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taken to assure continuing growth of agricultural owtput. Stressing the 
importance of livestock raising in the development of agriculture, the sec- 
retary general of the PCR pointed out at the 9th Party Congress that, “as 
is known, livestock raising occupies a predominant position in an advanced 
agriculture. Hence another objective of great importance on which we sust 
concentrate our efforts is the development of livestock raising.~ 


To this end, modern livestock raising methods have been extended in social- 
ist agricultural units, through concentration of livestock in specialized 
faras and complexes. This has permitted the introduction of modern animal 
husbandry technologies, mechanization of operations involving a large vol- 
ume of physical labor, general application of machine watering and ailking, 
large-scale stock selection campaigns, and improvement in stock breeds. 


At the same time, privately held farms raising livestock have been helped 
with stock sires of high biological value, veterinary medicines and techni- 
cal guidance, and credit for procurement of livestock and stock shelter 
facilities. 


On the basis of the policy of developing livestock raising, the party has 
set the permanent requirement of providing extensive stock feed resources, 
an essential element in achieving livestock production. More than 45 per- 
cent of the arable land of the country has been assigned to this function, 
representing about 1 million hectares of two-crop fodder, 4.4 million hec- 
tares of natural pastures, and nearly 3 million hectares of grass forest. 
To be added to these figures are the molasses, lees, and protein feeds de- 
riving from process industry. The mixed fodder industry, which has an 
annual capacity exceeding 7 million tons, has been developed to ensure 
balanced fodder rations. 


The action taken to implement the party policy in this area has led to 
steady increase in the number of livestock of all species, as is shown in 
Table 4. 


The increase in the number of animals has been accompanied by iaprovement 
in livestock quality, as a result of the increase in the proportion of im- 
proved breeds. 


The combined measures for intensification and modernization of livestock 
raising have resulted in appreciable increases in yields and in the average 
slaughter weights; this has contributed toward increase in total livestock 
production, in the proportions reflected in Table 5. 


As in crop production, sustained average annual growth rates exceeding the 
world averages were achieved over the 1965-1983 period in livestock rais- 


ing. 


The directives of the 13th Congress lay particular stress on the develop- 
ment of livestock raising, whose share of agricultural output will reach 46 
to 48 percent in 1990. By the end of the next S-year plan the livestock 
herd will amount to 11 million cattle, 15 million hogs, 28 million sheep 
and goats, and 80 million heads of egglaying poultry. Continued promotion 
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of improved technologies and provision of fodder in the amounts and of the 
qualities needed will permit improvement in the birth rate indexes, which 
are expected in 1990 to reach 89 calves per 100 cows and heifers, 1700 pigs 
per 100 sows, and 120 lambs per 100 sheep and ewes. Reaching the goals set 
for livestock raising and livestock yields will ensure achievement of 
higher livestock yields during the next S-vear plan (Table 6). 


Table 4. Development of Livestock Hera, 1965-1983 (at End of Year, in 
Thousands of Heads) 


Average annual 
growth rate, 








Livestock 1965 1970 1975 1980 1983 1966-1983 (2) 
Cattle 4,935 5,216 6,126 6,485 6,660 1.7 

Hogs 5,305 6,359 8,813 11,542 13,056 5.1 
Sheep and 

goats 11,904 14,354 14,310 16,212 17,279 2.1 

Egg laying 

poultry 26,600 34,940 40,116 43,787 52,933 3.9 


Table 5. Development of Total Outputs of Principal Livestock Products, 








1965-1983 
Average annual 
growth rate 
Product Unit 1965 1975 1983 1966-1983 (2) 
Meat, live thousands 
weight of tons 1,116 2,063 2,242 3.9 
Thousands 
Milk, total of hecto- 32,518 44,421 52,492 2.7 
liters 
Thousands 
Wool of tons 25.4 31.5 42.1 3.0 
Eggs Millions 2,630 5,312 7,465 6.0 


Over the 1986-1990 period the number of heads of livestock will be in- 
creased both in the socialist sector and on privately held farms, so as to 
permit more efficient use of the livestock shelter facilities present on 
these farms, more rational utilization of all fodder resources, and fuller 
employment of manpower in rural areas. In this context there will be in- 
tensification of cooperation between the socialist sector and privately 
held farms in raising and fattening animals under contract, with breeding 
stock of superior breeds and feeds supplied to individual farmers. This 
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will create favorable conditions for increasing the contribution made by 
these farms to state reserves and to autonomous regional supply. 


Table 6. Total Outputs of Principal Livestock Products in 1990 


Average annual 


Total growth rate, 
Product out put 1986-1990 (%) 
Meat, live weight -- total 
(thousands of tons) 3,900- 4,000 6.7-7.1 
Cow's milk -—- t»tal 
(thousands of hectoliters) 84 ,000-87 ,000 7.9-8.6 
Eggs (millions) 9,000- 9,500 2.3-3.5 
Wool (tons) 65 ,000-69 ,000 4.9-6.2 
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Development of average milk, egg, and wool output. 


Key: 
1. Milk, liters 
2° Eggs, wutmber 
3. Wool, kilograms 


In establishment of the size of livestock herds the goal pursued is sore 
marked increase in the numbers of cattle and sheep, with a gore moderate 
increase in the numbers of hogs, since they require larger amounts of con- 
centrated, cultivated, and high-protein feeds. 
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The greater increase in the numbers of cattle and sheep is based on the 
potential for more efficient use of natural pastures, grass forests, and 
secondary plant products. To be added to this are the good shelter con- 
ditions created in recent years, which afford suitable raising and operat- 
ing conditions characterized by improved technologies and a high degree of 
mechanization of the principal operations. 


Soth in the socialist sector and on privately held farms cattle and sheep 
must become the chief means of efficient utilization of the cheap fodder 
sources available in t= crop sector. It is necessary for this purpose to 
promote the establishmest of small units (aicrofarms) which can easily be 
created with local meawe and capabilities; they present the advantage of 
reducing transportation distances and conserving fuel and investments as a 
result of use or adaptation of locally existing fixed capital. In the case 
of cattle such wicrofarms can be large enough to accommodate 25, 50, or 100 
head, and in the case of sheep 100 to 500 head. This will permit their 
establishment in conjunction with crop and garden farms, as well as in con- 
junction with units of other types (forestry units, sunicipal people's 
councils, pastureland enterprises, food industry units, and so forth). The 
raising of livestock on small farms, in the case of sheep in particular, 
provides the possibility of using pastures difficult of access, isolated 
glades, protective embankments, roadsides, and stubblefields (after the 
harvesting of grains and corn). In areas with enough precipitation, 
stubblefields may also be used for two-crop cultivation, through grazing 
following clearing of grains from the land, or directly through reseeding, 
provided that the crop rotation conditions are not disrupted. 


The natural growing conditions must be used to a greater extent in the 
operating system, with natural or cultivated pastures utilized for longer 
periods. This will have a favorable effect on the health and reproduction 
of livestock and on the amounts of meat and milk obtained. Particular at- 
tention must be paid to regular provision of the required monthly amount of 
green fodder during the summer period, especially in the case of sheep. On 
the basis of crop structure and rotation, seasonal clearing of the land and 
provision of the areas required for grazing in stubblefields or cultivated 
pastures, especially in the southern areas of the country, where the arable 
land areas are occupied virtually throughout the year, every production 
unit must establish in the ginutest detail the method of providing the 
monthly amounts of green fodder required for these species, by organizing a 
green fodder transmission system. Intensive development of the herds of 
cattle and sheep can be accomplished on the basis of these principles, 
without the need for creating high-capacity complexes and with a reliable 
guarantee of raising healthy stock suitable for reproduction and having the 
maxioum yield potential. 


Hoge and poultry will continue to account for a substantial share of total 
meat production. Substantial funds have been allocated for raising this 
stock, both for production areas outfitted with installations meeting world 
standards and for biological materials. in the future the development of 
these species should be based exclusively on intensive operation making it 
possible to obtain guch higher yields from the same nuabers with low 
specific consumption. 





Provision of the required amounts of feeds of suitable quality is especi- 
ally important in reaching the goals of the programs drawn up for these 
sectors. As has been pointed out by the party leadership, it is necessary 
for this purpose to take the most vigorous possible action to create the 
conditions necessary for making the managements of livestock raising units 
responsibie for providing the full amounts required of feeds of suitable 
quality. The assignment of land areas for feed production to every live- 
stock raising unit will sisultaneously eliminate the intermediate elements 
and will reduce transportation distances. 


Along with increase in the number of heads and in the yields of the chief 
livestock species, attention gust also be concentrated on carrying out the 
programs for raising domesticated rabbits, silkworms (a pursuit of long 
standing in Romania), fur-bearing animals, and bees. 


Current Scientific Research Tasks in Agriculture 


The process of intensification and modernization of agriculture, a contin- 
uous process, is inconceivable without the participation of scientific re- 
search, which, in keeping with the guidelines provided in the documents of 
the 13th Congress of the party, continues to have the task of creating in- 
creasingly productive varieties of plants and breeds of livestock rveting 
the requirements of low energy consumption and making the best possible use 
of the spec'fic environmental conditions of Romania. 


It is fully possible to create varieties of high biological pocential, 
resistant to diseases, having a high content of useful substances, and pro- 
ducing up to 10,000 kilograms per hectare of wheat, 18,000 to 20,000 kilo- 
gtams per hectare of corn, and 5000 to 6000 kilograms per hectare o! sue 
flower and soya. 


The genetic engineering research instituted in Romania and yielding good 
results entitle us to expect that in the future it will be possibie to de- 
velop new varieties of non-vegetable plants, wheat, barley, corn, and sun- 
flower, which will also possess the property of fixing nitrogen biclogi-~- 
cally, with especially great effects in agricultural activities resulting 
from revolutionizing the technology of production and use of chemical fer- 
tilizers containing nitrogen. Im the case of fodder crops, in addition to 
research on increase in the protein content both of cultivated concen- 
trates and of bulk feeds and on use of non-protein nitrogen, there is a 
need for differentiated and auch more efficient solutions for comprehensive 
development for use of all categories of pastureland not suitable for cul- 
tivation with perennial legumes, so as to achieve optimum solution of the 
bulk feed problem within a relatively short period. 


In livestock production effort will be exerted to develop breeds character~- 
ized by high ability to convert the nutrient elements in food. To this 
end, the use of advanced techniques which tend to be applied on a wide 
scale throughout the world, such as genetic engineering and traneplanting 
of ovules in all species, gust proceed beyond the current stage of re- 
search. The laboratory operating method gust be completed and the results 








of research must be embodied in final form as promptly as possible for the 
purpose of direct application in production units. 


In vegetable growing, rezearch must create varieties and hybrids which are 
adapted to culti tion conditions, in keeping with the purposes for which 
they are to be u. .d, and which are resistant to diseases and to less favor- 
able environmental conditions. In the case of potatoes, research must cre- 
ate new ideotypes superior to the current types, as well as perfect and 
disseminate a method of potato reproduction by seeds. In fruit growing and 
viticulture the basic task consists of creating varieties which permit 
maximum utilization of land on hillsides and technical outfitting of areas. 


Research in mechanization of agriculture will be oriented toward moderni- 
zation of design in the building of tractors and farm machinery, in order 
to reduce the specific consumption of fuel and metal, this making them more 
versatile, and simultaneously toward intensifying standardization and 
restriction of the number of standard sizes. 


Only by integrating research with production and education is it possible 
to ensure coordination of efforts in these 3 sectors of activity in order 
to reach the goals set in the special programs. Integration is accom 
plished both through coordination of research and educational plans and 
through participation by research workers in the activities of technologi- 
cal development and technical progress, through preparation of investment 
documentation, training of specialists, productions of seeds, improvement 
of machinery and equipment, and so forth. 


Qualitative Changes in Concentration and Specialization of Production 


A basic prerequisite for erecting the framework for intensification of 
agriculture is represented by concentration and specialization of produc- 
tion. The sphere and content of these concepts must be reconsidered, since 
they must not relate exclusively to quantitative aspects. It is necessary in 
particular to consider the qualitative aspects relating to establishment of 
the optimum dimensions of the branches of production and their interre- 
lations. This in effect represents the concept of ‘jorizontal integration of 
agricultural units, something which will ensure increase in economic ef- 
ficiency and provision of incentives for cadres working in agriculture and 
will create the possibility of improving the organization and management of 
units. Conditions are thereby created fer firm application of the economic 
and financial mechanism with the 2 essential aspects of self-management and 
self-administration. 


Cooperation and association of units also plays an important part in the 
proczss of intensifying and modernizing agriculture. These activities, or- 
ganization of which began with creation of the unified state and coopera- 
tive councils, must be developed during the next 5-year plan, in the di- 
rection of broadening the vertical integration by organizing in small- 
scale industry the activities of processing, industrial treatment, and 
better utilization of agricultural crop and livestock products. 








With account taken of the experience gained by the Scornicesti Unified 
Agroindustrial Council, and pointed out by the secretary general of the 
party on the occasion of Harvest Day 1984, integrated units will be 
organized which are adapted in size to the level of lccal resources. They 
afford the advantage of substantially reducing transportation costs and in- 
directly fuel costs as well, use of local manpower, and better utilization 
of by-products resulting from processing. In these small-sized units it 
will be possible to process grains, oil-bearing seeds, sugar beets, flax 
and hemp stalks, fruits and vegetables, and certain amounts of milk and 
meat intended in particular for local consumption, under the local autono- 
mous regional supply program. 


To achieve better employment of the seasonal manpower present in rural 
areas and reducing commuting to and from work, cooperation between agricul- 
tural and industrial units will be encouraged, for production of parts and 
subassemblies in shops or production sections of agricultural cooperatives 
or by work at home. This will remove from national industry the burden of 
producing certain low-productivity items and will permit better employment 
of manpower with minimum investments, this having a favorable effect on the 
economic and social development of the rural areas and communes of the 
country. 


Improvement in organization and management aiso is of special importance in 
intensive development of agriculture. There is need for strengthening the 
role of the special programs for individual crops, groups of crops, live- 
stock species, and activities to be drawn up from the national level down 
to that of each production unit, with the aim of concentrating and corre- 
lating material and human efforts for the sake of reaching the goals set 
forth in the directives of the 13th Party Congress in connection with the 
development of agriculture. Organization of activities on the basis of 
special programs in the elaboration and monitoring of the implementation of 
which the best specialists in production, research, education, and central 
bodies are involved, will permit utilization of the entire technical, sci- 
entific, and economic potential available to agriculture and will increase 
responsibility at all levels, down to the place of production, while creat- 
ing gre*ster material incentives for every agricultural worker. In elabo- 
ration of the special programs for agriculture account is taken of the pro- 
visions of the program for intensive increase in labor productivity and the 
program for raising the technical and quality level of products and reduc- 
ing the consumption of raw materials, fuel, and energy approved by the No- 
vember 1983 plenary meeting of the central committee of the PCR. 


Intensification and modernization of agriculture as an objective economic 
process will permit accomplishment of the tasks set by the 13th Party Con- 
gress for the next period, with emphasis placed on the functions of agri- 
culture as a basic sector of the national economy and on its role in the 
economic and social development of the country and in raising the standard 
of living of all the people. 
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PLANS FOR INCREASING EXPORTS IN 1986-1990 PLAN 
Bucharest REVISTA ECONOMICA in Romanian No 48, 30 Nov 84 pp 11-12 


[Article by lon Stanciu, deputy minister of foreign trade and international 
economic cooperation: “Foreign Trade in the View of the Future 5-Year Plan") 


[Text] The directives regarding Romania's economic and social development during 
the 1986-1990 5-Year plan and the future guidelines through the year 2000 that 
ave been approved by the 13th Congress of the Romanian Communist Party foresl.adow 
in a unified and harmonious manner the new stage for advancing our country on a 
constantly ascendant path of multilateral progress and prosperity. 


The directives give special importance - as is natural - to foreign trade and 
international economic cooperation, which, during the current stage of creating 
a multilaterally developed socialist society and of moving Romania to the status 
of a socialist country having a medium level of development, acquire priority 

in the overall group of economic activities of socialist Romania. 


The objectives established for this field - drawn up at the initiative of and 

on the basis of the innovative thinking of the secretary general of the party, 
comrade Nicolae Ceausescu - as well as those for other sectors and branches of 
activity, begin with the specific nature and realities of the Romanian economy 
and have a lasting basis in the achievements that have been obtained in all the 
fields of our national economy, one that is constantly more dynamic and prosperous. 
Romania's foreign trade and international economic cooperation have permanently 
benefited from the farsighted guidelines that have been established, having been 
developed and adopted in correlation with the accentuation of the process of 

the international division of labor. The most profound changes have taken place 
in this field during the period since the Ninth Party Congress, with our current 
economic trade being carried out on mutually advantageous bases with more than 
140 countries on all cvhe continents, compared to only 28 countries in 1965. 


An analysis of overall Romanian economics and the manner in which it takes part 

in the process of the international division of labor shows the fact that on the 
basis of a substantial absolute growth of industrial production there is concomi- 
tantly a relative increase in the percentage of products slated for export. 
Currently, this is approximately 30 percent, while in some sub-branches - tractors, 
off-road vehicles, technological equipment for the construction materials and 
chemicals industries, ciothiny, footwear and so forth - the majority of production 
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goes to exports. Foreign trade, like all production branches and sectors of 
activity in our economy, is fully involved in carrying out the priority 
objectives that were established for it during the period of the current 
five year plan, that of achieving an active trade balance that will ensure 
a balanced foreign payments ledger and a consolidation of the country's 
hard currency reserves. 


By way of the measures that were established, at the direction of and under 
the direct guidance of the secretary general of the party, results were 
obtained which confirm the high potential of the Romanian economy. During a 
period of strong and complex world economic crisis, Romania's foreign trade 
achieved a trade balance showing an active surplvs of over $300 million 

in 1981, $1.8 billion in 1982 and $2.4 billion in 1983. Thus, conditions 
are created for the payment of debts that our country has taken on, a fact 
confirmed by the reduction of foreign debt by over 25 percent during a 
2-year period of 1982-1983. Such results, recorded in the context of an 
increase in foreign debt throughout the world (its levels in the developing 
nations hit a record level of more than $700 billion), have contributed 

to an increase in Romania's international prestige and to an unanimous 
evaluation of the correctness of the economic policies that have come from 
the scientific concepts of its leader. 


Continuing and developing in accordance with the requirements of the current 
Stage, the guidelines contained in the Party Program and the Directives of 

the 13th Congress established as the primary objective in this field for the 
1986-1990 period the achievement of a surplus trade balance that will provide 

a balance of surplus payments and will permit the elimination of foreign debt 
during the first years of the next five year plan, as well as the consolidation 
of the country's har currency reserves. In this regard, in his magnificent 
Report presented to the Congress, the secretary general of the party, comrade 
Nicolae Ceausescu, stressed: "We will have to take all measures to attain a 
surplus trade balance and payments balance, working firmly so we can completely 
eliminate the foreign debt and consolidate the country's hard currency reserves 
during the first years of the next 5-year plan. 


In order to achieve such < major objective, one having among the most favorable 
consequences for the further development of the national economy, and to 
increase national income and raise the standard of living as a result of 
eliminating our foreign debt and the payment of interest and installments, 
foreign trade will increase during the next S-year plan at rates higher 

than that of the social product, national income, industrial production and 

the other synthetic indicators of the economy. Its volume will increase by 
41-45 percent in comparison to the 1981-1985 period, with special attention 
being given to exports, which will have a much more dynamic evolution than 

the average for overall foreign trade, that is, of 52-56 percent. The evolution 
outlined for exports represents the essential factor that will contribute to 
the achievement of a surplus trade balance and a surplus balance of payments 

in the coming years. 


Such dynamics will be blended with another decisive direction of the next five 
year plan, one regarding profound changes that will take place in the structure 
of Romanian exports. 
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The development to date and that forecast for industry, especially those 

top branches of machine building such as electrotechnics, electronics, 
hydraulics and technological equipment, will cause the percentage of these 
branches involved in exports during the 1986-1990 period to permanently 
increase from year to year. In this context, we should stress the fact that 
according to the foreign trade development programs the percentgae of machine 
building in Romania‘s exports will reach approximately one-third and together 
with the metallurgical industry and the chemical industry - over 60 percent. 


The growth of the contribution from machine building - in absolute terms and 
as a percentage - in the overall structure of exports will be combined with 
changes in the structure of those products that are exported by this branch 

as inseparable facets of the same process that will directly influence the 
efficiency of our exports. Thus, a significant percentage will be held by 

the export of technological equipment and complex installations. These will 

be integrated into broad actions to achieve “turn-key” industrial projects - 
cement factories and factories for other construction materials, chemical 
products factories, refineries and petrochemical plants, steel and iron 
combines, and so forth - which will better use the raw materials and materials 
in the countries where they will be built and which will incorporate in 
significant amounts Romanian labor and creativity in establishing production 
technologies and drawing up projects and producing installations, as well as 
in carrying out the assembly work and preparing for the use of these industrial 
projects. Similarly, there will be a continuation and diversification of the 
export of vehicles of all categories - of a wide variety and made on the basis 
of a permanent modernization of construction techniques and an improvement 

of operating parameters - and of locomotives and rolling stock, adding to this 
category of machinery and equipment the export of not only complete units, but 
also the export of parts and subassemblies in accordance with the demands of 
the market and the needs to increase economic efficiency. The export of products 
from the top branches of machine building - electrotechnics and electronics - 
will experience substantial growth both in volume and as a percentage of the 
overall branch. 


In the chemical industry, there will be a gradual reduction of the percentage 

of high-volume products, which are inefficient in the area of energy consumption 
when compared to the worth that can be obtained by their export. On the other 
hand, we will increase the percentage of small-volume chemical products which 

can offer the opportunities to obtain certain per-unit prices that are dozens 

of times higher because of the higher net use of raw materials and the incorpora- 
tion of results from certain of our own intense research efforts. The development 
of modern production facilities and the achievement of certain types of great 
progress in the field of chemistry by scientific researchers in Romania provide 
the conditions so that in the coming years we will substantially increase - 

both as an absolute increase and as a percentage - the export of medicines, 
synthetic threads and fibers, dyes, pigments, laquers and paints, and other 
chemical products that will directly contribute to increasing the economic 
efficiency of exports in this field. 


Sinilar measures, involving the improvement of quality, the diversification 
product variety, and the modernization and redesign of products so they can 
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be more competitive on foreign markets, have been established for all the 
industrial branches, which will increase their contribution to the achievement 
of export plans in the coming 5-year plan: the steel and iron industry, 
light industry, the furniture industry and the construction materials industry. 


The documents of the 13th Party Congress have established a powerful development 
of Romania's foreign trade for all groups of countries and geographic regions 

of the world. In restating the principle that Romania will continue to expand 
economic relations with all countries on the basis of the principles of 

respect for independence and national sovereignty, equal rights, non-interference 
in domestic affairs and mutual advantage, the Directives of the Congress call 

for - as an essential principle in the field of foreign trade - the continued 
amplification of commercial trade and cooperation with all the socialist 
countries, which will continue to have the main share of foreign trade, parallel 
with an expansion of economic relations with the developing nations. At the 

same time, on the basis of the principles of foreign policy of our party and 
state, economic and technical-scientific cooperation will be promoted with the 
developed capitalist countries and with all the countries of the world regardless 
of their sociali system. 


In relations with the socialist countries, by way of long-term agreements and 
through economic protocols concluded with each country, bases have been laid 

and continue to be created for broad and stable commercial trade. The percentage 
of the socialist countries in our country's foreign trade has increased from 

45 percent in 1975 to approximately 53 percent last year, a level that will see 
certain increases in the coming years. Paralleling the mutual export of machinery, 
equipment, installations and tools, we will obtain from these countries a good 
portion of the necessary amounts of raw materials and basic materials for 
industry: iron ore, coking coal, natural gases, steel alloys, non-ferrous 
materials, cotton and so forth. 


The developing naticnus which have large reserves of raw materials whose use 
depends upon machinery, installations and equipment which our industry can 
provide to them, offer broad perspectives for the continued development of 
mutual trade. Their percentage in our foreign trade has increased from .nly 
7.2 percent in 1965 to 18.5 percent in 1975 and more than 23 percent in 1983. 
The high-level visits made by comrade Nicolae Ceausescu to numerous countries 
in this group, the agreements and documents signed on these occasions, and the 
prestige enjoyed by the policies of our party in relations with these nations 
represent essential premises for increasing foreign trade and international 
economic cooperation with the developing nations. We have in mind cooperative 
actions that can be achieved with these nations and the direct import - in 
exchange for the export of Romanian goods - of certain raw materials that come 
from these countries, eliminating the practice of previous years of procuring 
a portion of these raw materials through intermediary trade companies head- 
quartered in developed capitalist countries. 


Increasing the volume of commercial trade represents an ever more complex 
process in the current stage of development in the world economy, which is 
characterized by the renunciation of forms of traditional trade - of concluding 
independent sales and purchase operations - and replacing them with better forms 
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in the context of which economic and technical-scientific cooperation is 
taking an ever more important place. In referring to this problem, the 
Directives of the 13th Congress state: “Economic and technical-scientific 
cooperation will also play an important role in the relations with other 
countries, coming to make an essential contribution to meeting the needs 

for raw materials and energy resources and to having a mutually advantageous 
specialization of production. There will be an expansion of high forms of 
cooperation - the construction and joint use of certain production facilities, 
the establishment of joint companies for the export of certain products and 
the carrying out of certain joint projects in third-party markets, ensuring 
a substantial increase in the economic efficiency of these activities.” 


In the area of cooperation, significant progress has been recorded by way of 
numerous industrial, agro-zootechnical and transportation projects that have 
been completed or are under way in third-party markets: refineries, cement 
factories, soda products plants, spinning mills, electrical power plants, 
bridges, ports, agricultural and zootechnical farms and large irrigation 
systems put into operation in other countries, as well as by way of joint 
companies which are carrying out their activities in our country: for the 
production of automobiles, computer peripheral elements, reduction gears and 
so forth. 


In order to improve the conditions for using export goods, which will contribute to 
bringing the sales closerto the final consumer and, thus, increase economic eftfic- 
iency, 32 joint or single trade companies have been established and carry out 

their activities with good results. These companies have in their sphere of 
activities a large number of products and geographic regions. In the coming 

years, the continued development of these higher forms of cooperation represents 

an objective necessity, an important factor that will contribute to the attain- 
ment of the goals given to foreign trade in the documents of the 13th Congress. 


The growth of our country's exports during the coming five year plan at ever 
higher rates requires - as a primary and essential condition - obta ning firm 
contracts and orders for the entire amount of goods planned for export. The 
achievement of these tasks requires an increase in the role of the industrial 
centrals, which must become the key link in the carrying out of the entire 
process of production and the use of products, and - on the basis of plan 
tasks for production, supply, foreign trade and finances - they must work 
directly with the central organs and partners both in-country and abroad and 
must participate directly alongside the foreign trade enterprises in concluding 
foreign contracts and establishing - with their qualifications and competences - 
technical parameters and delivery conditions and timeframes that will be able 
to increase economic efficiency. The broad authority of the centrals will be 
combined with their direct responsibility for getting contracts and achieving 
them under the conditions and terms agreed upon with foreign partners. 


The organs and units that have tasks in the field of foreign trade and international 
economic cooperation have worked and are working firmly to prepare the necessary 
conditions to achieve the provisions in the draft plan for 1985 and for the 
1986-1990 period. On the basis of the directives of the secretary general of the 
party, measures were taken so that - in parallel with the conclusion of foreign 
contracts that will cover at least 50-55 percent of next year's exports by 
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31 December 1984 - long-term contracts will be concluded for the coming 

five year plan which will give certainty and stability to foreign trade 
activities in the coming vears. The results obtained to date through the 
conclusion of a significant number of 3-5 year contracts - depending upon 

the specific type of goods - and the intensification of these activities 

for the coming period will lead to placing exports and imports on appropriate, 
certain bases. 


The forecasts in the field of foreign trade in the documents of the lith Party 
Congress can and must be achieved and exceeded. All those who carry out their 

activities in this sector are powerfully mobilized by the urgings and guidance 
given by comrade Nicolae Ceausescu at the Congress: 


“Beginning with the important role played by economic trade and cooperation in 
production for the economic-social development of our country, it is necessary 
for us to take measures to ensure the growth of international trade by 41 to 
45 percent. At the same time, we will have to work to raise the quality and 
competitiveness of Romanian products on the international market and to have 
Romania's more active participation in the international division of labor - 
as an important factor of cooperation and peace in the world.” 
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SHORTCOMINGS IN USE OF ENERGY CITED 
Bucharest REVISTA ECONOMICA in Romanian No 49, 7 Dec 84 pp 4-5 


[Article by Victor Nirea, commercial director at the Industrial Central of 
Electrical Networks: “Saving Energy--Priorities, Solutions] 


[Text] One of the priority objectives of our party's economic policy is secur- 
ing the energy basis and increasing the production of electrical and thermal 
energy. In his report to the Lith RCP Congress, Comrade Nicolae Ceausescu 
stressed: “In the eighth 5-year plan, too, we will give greatest priority to 
developing the resources of energy and raw materials, as a decisive condition 
for the progress of our entire national economy.” The investments allocated 
yearly to these sectors have been materializing in increased coal productions, 
and in the commissioning of new energy stations, hydropower plants, and ther- 
mal electric power plants. An important number of energy objectives have been 
achieved since the beginning of the current 5-year plen, and the total exist- 
ing power potential has increased by almost 15 percent since the start of the 
5-year plan. 


The measures and actions taken this year and throughout the 5-year plan--such 
as the modernization of energy stations, fuller utilization of existing faci- 


lities, shortened ~-riods required for check-ups and repairs, improved coal 
quality, and regu ' oal supplies--have permitted us to continuously increase 
energy productior saich is now better equipped to meet the requirements of 


consumers in the economy than in the past years. At the same time, the efforts 
made by the great majority of units to strictly observe the consumption quotas 
allocated to them, the introduction of sophisticated technologies, the manu- 
facture of energy-effective products, and the rationalization of energy and 
thermal consumption are materializing in important savings of energy and fuel. 
Nevertheless, the experience gained in production by each enterprise shows 

that there are still great untapped resources for reducing energy consumption; 
the most important and easily avaiiable resource in this respect is saving and 
rationally utilizing energy. 


Rational Consumption Within Allocated Quotas 


The winter season, when consumption is naturally far greater and peaks are ex- 
tremely high, in addition to certain difficulties caused by, tor example, the 


fact that certain energy stations do not function at capacity, and that there 





are delays in the commissioning of some hydropower and thermal objectives, 
have direct effects on the level of electrical power production, and thus ur- 
gently require reallocating consumption in accordance with the needs of pro- 
duction and public and private consumption, without, however, affecting econo- 
mic activities or the fulfillment of plan provisions. Proceeding from the con- 
sequences that such a situation may generate, from the noed to ensure that al! 
branches and sectors of activities continue functioning efficiently, and from 
the importance of stabilizing the national energy system at an optimal produc- 
tion-consumption level, 4 program of measures has been adopted for the peak 
winter season of 1984-85 to ensure the production of sufficient electrical 
energy to fully cover all real consumer needs and to further reduce th: con- 
sumption of fuel and energy. 


Within the framework of measures established under the program, priority is 
given to measures ensuring that all consumers observe the electrical and ther- 
mal energy quotas allocated to them. Significantly, simultaneously with es- 
tablishing energy and fwel quotas for each branch and sector of activity, all 
the necessary conditions have been provided i .ermit economic activities to 
continue normally and without interruptions, in accordance with the objectives 
of the single national plan, so that the total quantity of energy furnished by 
the national power system should fully cover consumer requirements, including 
at the bustest times of the day, morning and evening. Maintaining this cor- 
relation is very important, in view of the fact that any exceeding of the al- 
located quotas has ill effects on both certain consumers (even disciplined 
ones), and on the national energy system in general, in that it favors 
“failures” in electrical networks, which in fact translate in unplanned produc- 
tion stoppages in various economic branches. 


This is why each enterprise, central, ministry, and county--particularly major 
consumers among them, and energy-intensive facilities--must slan ahead and 
take all the necessary technical-organizational measures to ensure strict 
observance of allocated quotas, to ensure that regulated consumptions will not 
be exceeded, and to save additional quantities of energy and fuel wherever 
possible. An analysis of prevailing situations shows that additional produc- 
tions can be obtained (like in November this year) in many industrial enter- 
prises and power plants, and in certain economic branches (such as the machine- 
building, light, mining, and other industries) with even lower consumptior., 

At the same time, however, a number of ministries (the Ministry of Agriculture 
and Food Industry, Ministry of Petroleum, Ministry of Chemical Industry, and 
the Ministry of Transportation and Telecommunications), and some people's 
councils have exceeded the energy quotas allocated. Along this Line, we can 
bring examples of large consumers of electrical power and fuel (the Borzesti 
petrochemical combine, the Jiu Valley mining combine, the methane gas power 
plant of Medias, the Slatina aluminum enterprise, the Bals enterprise for 
axles and bogies, the Tirgu Jiu drilling-extraction trust, and so forth), which 
in the last part of November considerably exceeded electrical and thermal power 
allocations. 


Precisely such situations, which considerably impair the energy balance and 
disrupt the national energy system, once again demonstrate the opportuneness 
ind importance of the measures adopted to eliminate any exceeding of planned 
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YUGOSLAVIA 


ELECTRIC POWER OUTLOOK FOR 1985 
Belgrade PRIVREDNI PRECLED in Serbo-Croatian 20 Dec 84 p ! 


‘ [Text] As this year, which has been a very successful one from the energy 
standpoint, comes to a close, there is a good possibility that the coming vear 
will also be successful, provided what has been envisaged by the energy bal- 
ance for 1985 is realized. The electric power balance for 1985, which for the 
first time in a number of years balances the production and consumption of 
electric power, has been adopted in the assembly of the Comani*> of the Yu- 
goslav Electric Power Industry; it is, of course, based on the assumption that 
hydrometeorological conditions will not depart significantly from normal, that 
380,000 tons of mazut will be furnished solely for the operation of thermal! 
electric power plants fired with this fuel in the wintertime, and that the 
planned 70 million tons of coal are prodvced. In that case the electric power 
industry would generace a total of 77.2 billion kwh of electric power, which 
is sufficient for the planned consumption, whose gross amount is 4.5 percent 
larger than the estimated actual amount this vear. 


Paying credit to producers of coal, power, petroleum and gas for successful 
execution of this year's energy balance and to the electric power industry and 
the mines for exceeding the plan, Rade Pavlovic, chairman of the Federal Com- 
mittee for Energy and Industry, said that this was accomplished under very 
difficult socioeconomic conditions and in the face of economic problems. The 
fuel and power industry thus deserves a large part of the credit for the unex- 
pectedly high growth of industrial output, which is an important contribution 
to economic stabilization. 


Rade Pavlovic said that next year there will be more imported petroleum-a to- 
tal of 11 million tons under the energy balance, and that the Federal Execu- 
tive Counc:l has already accounted for quite a bit of that in agreement with 
foreign suppliers and by creating the conditions for an inflow of the neces- 
sary convertible currencies to purchase the liquid fuel envisaged. There wil! 
be mazut for thermal electric power plants, Pavlovic said, enough for them to 
operate when it is absolutely necessary. In his words, next year neither the 
general public nor industry should experience a shortage of energy fuels, but 
that more optimum consumption and conservation must continue in the future. 


In the meeting of the Assembly of the Community of the Yugoslav Electric Power 
Industry a report was adopted on th* electric power situation and the need to 
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purchase mazut for larger employment of the thermal electric power plants 
fired with this fuel in order to save reserves in Storage reservoirs should 
the dry period continue and should consumption, as is certain, continue as now 
a> about 220 million kwh of electric power a day. The self-management accord 
on the basic principles of the country's uniform rate System was also adopted; 
it commits the electric power industries of the republics and provinces to 
bring their own rate schedules into conformity with it between 28 December 
(when it will be published in SLUZBENI LIST SFRJ and will thereby take effect) 
and | April 1985. For all Practical purposes a beginning has thereby been 
made toward diminishing the differences in electric power rates for consumers 
within the country, and a further above-average rate increase for power is to 
come on top of that. It has been Proposed that electric power rates be raised 
35 percent as of | January of next year. People in the Yugoslav electric 
power industry have indicated to the Federal Executive Uouncil that rises in 
electric power rates ought not to be approved in the last quarter, since the 
effects are considerably smaller, and even now, because of inflation, the 
agreed policy of the above-average rate increase for power is not being real- 
ized. 
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FALL PLANTING PLAN NOT MET; WHEAT DEFICIT EXPECTED 


[Editorial Report] According to BORBA (Belgrade, 24 Dec 84 page 12), wheat 

was planted this fall on 1,254,600 hectares, or 83.7 percent of the planned 
area. Thus, as PRIVRLSNI PREGLED (Belgrade 22-24 Dec 84 page 2) reported, 
while it was planned to plant 70,000 hectares more this fall than last, 200,000 
hectares less were planted. “Assuming that yields will be on the level of this 
year (which is not very probable considering that most was planted after the 
best planting period), a deficit of about 800,000 tons of wheat can be expect- 
ed." 


The above issue of BORBA noted that total production will be particularly 
affected by the fact that 100,000 hectares less was planted in Vojvodina and 
Croatia. Tome Kuzmanovski, secretary of the General Association of Agriculture 
and the Food Industry of Yugoslavia, said: "The planting plan this year was 
not met partly because of the late corn harvest, drought, and poor preparation 
of the soil, but more because of the price disparity between wheat and corn, 
i.e., the lack of interest [by farmers] in producing wheat. The failure to 
meet the planting plan and the late planting indicate that we will have to 
import bread grain to feed the population." 


The Federal Committee for Agriculture reported in the 20 December 1984 issue 
of PRIVREDNI PREGLED, page 12, that the largest shortfalls in fall wheat plant- 
ing were in Serbia which failed to plant 86,500 hectares, Vojvodina (52,500 
hectares), and Croatia (41,600 hectares). 


This source additionally reported that this spring a total of 2,931,500 hectares 
will be planted, or 168,300 hectares (6.1 percent) more than in 1984. Spring 
acreage in corn and industrial crops would be increased by 168,300 hectares 

as a result of the reduced area planted in the fall. Also foreseen is the 
possibility of increasing spring wheat planting to 83,000 hectares, which would 
reduce the anticipated deficit in wheat production by about 150,000 tons. This 
would require the importing of considerable amounts of seed. 


In regard to the 1984 corn harvest, the committee reported that 1.1 million 
tons had thus far been bought up from the private sector, and 2.1 million tons 
from the socialized sector; which leaves about 1.5 million tons yet to be pur- 
chased to meet the planned domestic market needs of 4.7/7 million tons. 


Finally, January 1985 press reports indicate that heavy snowfalls this month 
are protecting the wheat crop well against severe frost. 


CSO: 2800/158 END 
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